_O—

6866

RECORDATION NO. __Filed & Recorded

S——————

JAN 191973 -J1 35 AN

| lNTERSTATE COMMERCE COMMISSION

: LEASE OF EQUIPMENT NO. 4§

betuween

FIRST SECURITY STATE BANK, Owner-Trustee
~and

'CANADIAN NATIONAL RATLWAY COMPANY

“Dated as of Nb_vember 1, 1972




A 1

“x x| LEASE OF EQUIPMENT No. 4, dated as of Novemker 1, 1972,
betlieen FIRST SECURITY STATE BANK, a state banking corporation
oraanized under the laws of the State of Utah, as Owner-Trustee
(he*elndfter called the Lessor) under Owner Trust Agreement No. 4
datjed as of November 1, 1972 with FIRST SECURI®Y BANK OF IDAHO, N.A,
and| FIRSY 33CURITY LEASIAG COMPANY (hereinafter individuallv called
a Heneficiary), and CANADIAN NATIONAL RATILWAY COMPANY, a corporation
dully 1ncorporated under the laws of Canada (hereinafter called the
Legsee) ’ X

WHEREAS, the Lessor, Natlonal Steel Car COrporatlcn, L1m1ted
(hecelnafter called the Manufacturer) and the Lessee have entered
intp a Manufacturing Agreement dated as of November 1, 1972
(hereinaﬁter called the Manufacturing Agreement), wherein the
Manhfacturer has agreed to construct, sell and deliver the
railroadlequipment described in Schedule I hereto; and

WHEREAS, the Lessor has entered into Equipment Trust
'Agreement No. 4  dated as of November 1, 1972 (hereinafter called
EqUprent Trust Agreement) with First Security Eank of Utah,

N.A}, as Trustee (hereinafter called the Trustee), under which
the|Lessor has agreed to cause the Manufacturer to sell, assign
and transfer to the Trustee title to all such Group C Units (as
her 1nafFet defined), (not delivered and accepted pursuant to
Equipment Trust Agreement No, 5 dated as of November 1, 1972,

het
del
‘cos
pri
und
Tru

cen the Trustee and the Lessor) of railroad equipnment

vered and accepted after December 31, 1972 of an aggregate
of up to $3,030,000 (U.S.) and settled for on or _

r to\Aprll 30, 1973 under the Manufacturing Agreement and
r wh1ch such title to the Units will be reserved to the

tee unt11 the Lessor fulfills its obllgatlons under the

Fqu pmenF Trust Agreement (such units described in Schedule I
hereto being hereinafter called the Group A Units, the Group B
Units, the Group C Units and the Group D Units respectively, as
the case’may be, and all such Units being hereinafter
col]ect1ve1y called the Units), and under which the Trustee has
agreed t? lease all the Units to the Lessor;

3 WHEREAS, the Lessee desires to lease from the Lessor such

- Groyp C Unlts (not delivered and accepted pursuant to Lease of
Equzpment No. 5 dated as of November 1, 1972, between the Lessor
and [the Lessee) as are delivered and accepted after December 31,
197 2 and\settled for on or prior to April 30, 1973, under the
Manufacturlng Agreement up to an aggregate cost $3,030,000 (U.S. ), .
the Group C Units covered hereby being described specifically w
in Qupplement No. 1 hereto, at the rentals and for the terms
and |upon [the conditions hereinafter provided;

Now, |THEREFORE, in consideration of the premises and of the
renflals to be paid and the covenants hereinafter mentioned to be
kepy and performed by the Lessee, the Lessor hereby leases the
Uniffs to the Lessee upon the following terms and conditions, but,
upor; default of the lessee hereunder, subject and subordinate to
all (the rights and remedies of the Trustee under the Equipment
Trugt Agreement.

Section 1. Delivery and Acceptance of Units. The Lessor will
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tendered to the lessee at such p01nt or 901nts as may be
ly acceptable to the lLessor and the Lessee. Immediately

40 cénsecutive semi-annual payments payable on the Business Day
{as @defined in the Equipment Trust Agreement) next preceding May
and November 1 of each year commencing May 1, 1973. In respect

fpaym-nt shall be an amount equal to (i) the daily lease rate
'ther~for set forth in Schedule YI multiplied by the Cost of such

is spttled for under the Equipment Trust Agreement and the
‘Manuffacturing Agreement to May 1, 1973 and (11) the basic lease

all- rental and other payments prov1ded for in this Lease to
ade to the Lessor shall be made to the Lessor by the deposit
the funds to the account of the lLessor at the branch of such
or trust company as shall be from t1me to tlme spec1f1ed in

flnq by the Lessor.

‘Thls Lease is a net lease and the lessee shall not: be

<t1ed.to any abatement of rent, reduction thereof or set-off
inst rent, including but not limited to,. abatements,

ctions or set-offs due or alleged to be due to, or by reason
any past, present or future claims of the Lessee against the
~or'qnder this Lease or otherwise or against the Trustee or g

i
|
!
|
|
f
|
|




herein, shall thls Lease terminate, or the respective obligations
‘of thHe Lessor or the Lessee ke otherwise affected, by reason of

efect in or damage to or loss of possession or loss of use
destruction of all or any of the Units from whatever cause,

1 or iany of the Units, the interference with such use by any
or 'entity, the invalidity or unenforceability oxr lack of
uthotization of this lLease or lack of right, power or

anner and at the times herein provided unless the obllgatlon
y the same shall be terminated pursuant to the express

p:ov»31ons of this lLease. The Lessee shall have a right of

_ Sectlon 3. Terms of Lease. The texm of th1s Lease as to each

Schedule I hereto and will keep and maintain, plaluly,
inctly, permanently and conspicuously marked on each side of

'H MATN STREET, SALT LAKE CITY, UTAH, AS TRUSTEE UNDER THE
MS OF AN EQUIPMENT TRUST AGREEMENT, OR ITS SUCCESSOR, THE
I‘hERN TRUST CO‘VIPANY, 50 SOUTH LASALLE STREET, CHICAGO,
INOIS 60690."7or other apnroprlate words designated

he Trustee, wlth appropriate changes thereof and additions

thexeto as from time to time may be required by law in order to

pY

ect the interest of the Lessor and the Trustee in and to such '

i
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‘Unit pnd éhe rights of the lLessor under thlS Lease and the
Equipment Trust Agreement and of the Trustee under the Equlpment
TrusY Agreement. The ILessee will not place any such Unit in
operation or exercise any control or dominion over the same. until
such words shall have been so marked on both sides thereof and
will replace promptly any such words which may ke removed,

ed or destrxoyed. The Lessee will not change or permit the

1fy1ng number of any Unit to be changed except in accordance

a statement of new identifying numbers to ke substituted
for, iwhich statement previously shall have been filed with

rustee and the lessor by the lLessee and filed, recorded ox

ited;in all public offices where this Lease will have been

P recorded or deposited. .

-
cept as above provided the Lessee will not allow the name
y person, association or corporation to be placed on the

as a designation that might be interrpreted as a c¢laim of
ship; provided, however, that the lLessee may cause the Units.
lettered with the names, initials or other insignia
marily used by the Lessee or any permitted sublessee on
oad equipment used by it of the same or similar type for
nience of identification of thelr right to use the Units.

ection 5. Taxes. All payments to be made by the Lessee
hereunder will be free of exrense to the lLessor and the Trustee
‘for collection or other charges and will be free of expense to
the lessor and the Trustee with respect to the amount of any
locall, state, provincial or federal United States, Canadian or
can taxes (other than any local, state, provincial or federal
ed States or Canadian or Mexican income taxes [to the extent
the Lessor receives credit for such Canadian or Mexican

s against its United States. income tax liability]) payable by
Lessor in consequence of the receipt of payments provided

in, and other than the aggregate of all franchise taxes
ured'by net income based on such receipts, except any such
which is in substitution for or relieves the Lessee from the
ent Of taxes which it would otherwise ke obligated to pay or
burse as herein provided), assessments oxr license fees (and
charges, fines or penalties of any kind in connection
therew1th) (herelnafter called "impositions®) hereafter levied or
imppsed upon or in connection with or measured by this lLease,
the Equlpment Trust Agreement or any of the instrumeni:s or
agrwements referred to herein or therein or contemplat-ed hereby
O thereby, or any sale, rental, use, payment, shipment, delivery
or transfer of title under the terms hereof, the Equipment Trust
Agr=ement or any such instruments or agreements, all of which
'1mp031t10ns the Lessee assumes and agrees to pay on demand. in

ad tlon to the payments to be made by it provided for herein.

Th Lessee will also pay rromptly all impositions which may be
imposed: upon any Unit or for the use ox operation thereof or upon
th earnlngs arising therefrom or upon the Lessor solely by
reajson of its interest therein or upon the Trustee solely by
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reasdn of its title thereto and any and all impositions upon or
-on account of the trust created by the Equipment Trust Agreement
oY upon or on account of the Equipment Trust Agreement, or the
trangactions contemplated thereby (whether or nct such
trangactions shall actually be consummated) or the instruments or
agreements referred to therein or contemplated thereby, and will
keep|at all times all and every part of such Unit free and clear
of all such impositions which might in any way affect the
"interests of the lessor or the Trustee or result in a clainm,
“lien) securlty interest or other encumbrance upon any such Unit
and $#ill supply the lessor and the Trustee with a receipt or
.othey evidence of such payment satisfactory to the Lessor and the

Trustee; provided, however, that the Lessee shall be under no
obligation to pay any impositions so long as it is contesting in

good faith and by appropriate legal proceedings such impositions
the nonpayment thereof dcoes not, in the opinion of the lessor
he Trustee, adversely affect the property. or rlghts of the

entatlon of an invoice therefor; provided, however, that the
dee shall not ke obliged to reimburse the Lessor or the
gtee for any such imposition so paid unless (a) prior to such
ent,‘the lessor or the Trustee shall have oktained the
pion of either of their respective counsel that either the
Lol or the Trustee was liable to pay such imposition, or (b)
¢ss the Lessee shall have approved the payment thereof.

i
In the event any reports with respect to 1mposxt10ns are
1red to be made on the basis of individual Units the Lessee
: elther make such reports in such manner as to show the
rests of the Lessor and the Trustee in such Units, if such is

In the event that, during the contlnuance of thls Lease, the
ee becomes liable for the payment or relmbursement of any

sualty Occurrence) during the term of this Lease oix until such
it shall have been returned to the lLessor in the manner

|
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ded 1n Section 12 hereof, the Lessee shall, within 30 days
it shall have determined that such Unit has suffered.a
1ty Occurrence, fully notify the Lessor and the Trustee with
ct thereto. On the rental payment date next succeeding such
e (or, at the option of the Lessee, in the event such rental
|shall occur within 15 days after such notice, on the next
eding rental payment date) the Lessee shall pay to the
r an'amount equal to the Casualty Value {(as hereinafter
ed) of such Unit as of such rental rpayment date in
dance with the schedule set out below. Upcn the making of
payment by the lessee in respect of any Unit, the rental for
Uniti shall cease to accrue as of the date of such payment
he tgrms;of»this lease as to such Unit shall terminate. The
r shall, upon request of the lLessee, after payment by the
- of a sum equal to the Casualty Value of any Unit, execute
eliver to or upon the order of the lessee a bill of sale
out warrantles) for such Unit such as will transfer to the
e such title to such Unit as the lLessor and the Trustee
ed from the Manufacturer free and clear of all liens,
1ty’1nterests and other encumbrances arlslng through the

‘Provi
atter

sch
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eafter, for any payment on the last day of the term of this
e, 16.0400% of the Cost and tnereafter, tihe lesser of

400% of the Cost or the Fair Market Value thereof immediately
r to| the Casualty Occurrence, such Fair Market Value to be
lated.in the manner provided in Section 19 hereof.

Except as hereinabove in this Section 6 provided, the Lessee
1 not be released from its obligations hereunder in the event
and shall bear the risk of, any Casualty Occurrence to any
afterx dellvery to and acceptance thereof by the lLessee

|
under.,

Section 7. Annual Reports. On or before April 1 in each year,
nc1ng with the year 1974, the Lessee will furnish to the
or and the Trustee, in such number of counterparts or copies
ay reasonahly be requested an accurate statement signed by an
orized representative, (i) showing, as of the preredlng
mber| 31, the amount, description and numbers of all Units
leased hereunder and the amount, description and numbers of
Unlts that may have suffered a Casualty Occurrence, whether
ccldent or otherwise, durlng the preceding calendar year {or
e the date of this Iease in the case of the first such -
ement), and such other information regarding the condltlon
state of repair of the Units as the Lessor or the Trustee may
onably request, (ii) identifying the units of railway
pment then subject to this Lease and (iii) stating that, in
case'of all Units repaired or repainted during the period
red py such statement, the markings required by Section 4
of and Section 4.06 of the Equipment Trust Agreement have
preserved or replaced. The Lessor shall have the right, by
agents, but shall be under no obligation, to inspect the
s and the records of the Lessee with respect thereto at any
onable time durlng contlnuance of this lLease. :

On the request of the Lessor, the Lessee shall in each year
deljver to each holder of Trust Certificates (as defined in the
»Equupment Trust Agreement) after the end of the lLessee's fiscal
“year, in|such number of copies as may reasonakly be requested,
its annual report, including audited financial statements of the
Lessee fpr the fiscal period ended, as soon as it 1s completed
and|is aTallable for distribution. :

_ Sectlon 8. Disclaimer of Warrantles, Compllance HWith Laws and
- Rulgs: Ma:.ntenancel Indemnification. The Lessor makes no warranty
or representation, either express or implied, as to the design,
~compliance with specifications, or condition of, or as to the
qua%ity pf-the material, equipment or workmanship in, or as to
the|suitability, adequacy, operation, use or performance of, the
Units delivered to the Lessee hereunder, and the Lessor makes no
warrantyl of merchantability or fitness of the Units for any
-particular purpose, it being agreed that all such risks, as
betyeen the Lessor and the lLessee, are to be borne by the Lessee;




~but| the Lessor hereby 1rrevocab1y app01nts and constitutes the
Leskee its agent and attorney-in-fact during the term of this
Leage to!assert and enforce from time to time, in the name of and
for| the account of and for the account of the Lessor and/or the
Lespgee a%‘their.interests may appear, whatever claims and rights
the| Lessor may have against the Manufacturer of the Units or of
“th comqonents thereof. lessor shall have no responsibility or
1i 111ty under this lLease to the Lessee or any cthexr person with
re ect|to any of the following: (i) any liability, loss or
damage caused or alleged to be caused directly or indirectly by
any Units or by any inadequacy thereof or deficiency or defect
. therein |or by any other circumstance in connection therewith;
'{ii) the use, operation or performance of any Units ar any risks
reyatlng thereto; (iii) any interruption of service, loss of
" busg iness or anticipatory profits or consequential damages; or
iy the delivery, operation, servicing, maintenance, repair,
.imgrovement or replacement of any Units. The Lessee's acceptance
of delzvery of the Units shall be conclusive evidence as between
the Lessee, the lLessor and the Trustee, that all Units described
‘inla Certlflcate of Acceptance are in all the foregoing respects
sa 1sfactorv to the lLessee and the lLessee will not assert any
~cilaim of any nature whatscever against the Lessor or the Trustee
baged on any of the foregoing matters.

The Lessor represents and warrants as follows:

{i) At the time of delivery of each Unit under this
Lease, the Lessor shall have such title to such Unit as is
derived from the Manufacturer and the Trustee, unimpaired by
any!| act or omission of the Lessor or the Trustee which will
in any manner prevent the performance of this Lease in
accordance with its terms and, in addition, such Unit shall
be free and cleaxr of all claims, liens, securlty interests
and| encumbrances, except those created or arising under the
Equipment Trust Agreement, which may result from claims
against the Lessor or the Trustee not arising out of the
lease or ownership thereof which will prevent the performance
of this Lease in accordance Wlth its terms; and

.. (ii) So long as the Lessee shall not be in default under
thls Lease, the Lessor shall not do (or suffer to be done by
any person claiming through or against the lLessor and not '
agalnst the Lessee or any sublessee) any act which interferes
with any and all rights of the Lessee to peaceably and
‘ quﬂetly hold, possess and use the Units in accordance W1th
the terms of thls Lease. _

! ' : :
The Lessor covenants that any sale, assignment, transfer,
mdrtgage or other disposition which it may make of this Lease or
off any |Unit, whether prior or subsequent to delivery to the
Lgssee, shall be expressly subject to the terms and provisions of
tHis Lease- provided, however, that this Lease shall be
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>rdlnated to the rights of ‘the Trustee under the Equipment

t Agreement but neither the Lessoxr nor the Trustee shall

’ thelrlght to terminate or impair the lessee’s possession or
of the property subject to this Lease so long as the Lessee
1 noF be in default under this lease; and, subject: to the
going, covenants that the Lessor has not done and will not
or suffer to be done by any person claiming throuqh or

nst the Lessor) any act which interferes with oxr impairs (x)
Lessee“s possession and use in accordance with the terms of
Lease of the Units oxr (y)- the title to the Units which may
ransferred or conveyed to the Lessee under the provisions of
ions| 6 and 19 of this Lease and that any title so conveyed

1 then be free of any lien, claim, security interxrest or other
mbrance by or in favor of . any person clalmlng by, through or
r the Lessor.

The Lessor covenants and agrees not to alter, amend or modify

Equlpment Trust Agreement or the A351gnment of Lease and

ement No. 4§, pursuant to which this lease is assigned to the
tee,|w1thout the prlor written consent of the lessee.

The Lessee agrees, for the: beneflt of the Lessor dnd the
tee,’to comply in all respects with all laws of the
sdchlons in which operations involving any Unit subject to
Lease may extend, with the Interchange Rules of the '
Assoc1ation of American Railroads, if applicabkle, and with all
“lawful rules of any: 1eglslat1ve, executive, administrative or
‘judicial| body or officer exercising any power ox jurisdiction
over amy such Unit, to the extent such laws and rules affect the
~operat10ns or use of such Unit; and the Lessee shall and does
~ hergby 1ndemn1fy the Lessor and the Trustee and agrees to hold
‘the| Lessor and the Trustee harmless from and against any and all
‘liablllty that may arise from any 1nfr1ngement or violation of
any| such| l1aws or rules by the Lessor or the Lessee, or their
empioyees, or any other person. In the event that such laws or
rules reguire the alteration of the Units or in case any
~equipment or appliance on any such Unit shall be required to be
chapged or replaced, or in case any additional or other equipment
-or . appliance is required to te installed on such Unit in oxrder to
gcomply w1th such laws, requlations, requirements and rules, the
. Lesgee aqrees, at its own expense, to make such alterations,
ﬂchamges,'addltlons and replacements and to use, maintain and
-operate such Unit in full compliance with such laws, regulations,
regpirements and rules so long as such Unit is subject to this

“Lease;.Q&ovided,.however,-that the Lessee may, in good faith,

‘contest the validity or application of any such law or rule in
any| reasonable manner which does not, in the opinion of the
‘Lesgor or the Trustee, adversely affect the property or rights of
‘the Lessbr or the Trustee hereunder or under the Equlpment Trust.
: Aqxaement. _

v
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The Lessee'agrees that, at its own cost and expense, it will

 maiptain| and keep each Unit which is subject to this Lease in
goofl order and repair, reasonable wear and tear excepted.

Any and all additions to any Unit and any and all parts
installed on or replacements made to any Unit shall be considered
accgssions to such Unit (except such as can be removed without
‘damage to and without impairing the originally intended function
or use of such Unit and without cost or expense to the lLessor or
the Trustee) and there shall be 1mmed1ately vested in the lessor
and| the Frustee the same interest in such accessions, parts or
replacements as the interests of the Lessor and the Trustee in
such Unit. The Lessee may make alterations or modifications. in
any| Unit so long as it does not affect the value of such Unit

adv=rse1y.

, The iessee agrees to 1ndemn1fy and save harmless the Lessor
-and| the Trustee against any charge or claim made against the
Lespor og the Trustee and against any expense, loss or liability
(ingluding, but not limited to, counsel fees and expenses, patent
Tliabllltles, penalties and interest, but exciuding any liability
undpr Section 14 hereof) which the lLessor. or the Trustee may
incpr 1nlany manner by reason of the ownership of, or which may
aripe in any manner out of or as the result of the ordering,
acquiS1tﬁon, purchase, use, operation, condition, delivery,

reij ctlon, storage or return of, any Unit while subject to this
‘Leape oq until no longer in the possession of or stoxed by the

. Lespee, yhlchever is later, and to indemnify and save harmless -
the| Lessor and the Trustee against any charge, claim, exrense,
loss or 1iability on account of any accident in connection with
the| operation, use, condition, possession or storage of any Unit
res ltidg in damage to property or injury or death to any person:
- pr ided, however, that the Iessee shall not be required to

in mnlgy the Lessor or the Trustee under this raragraph for
igence on the part of the lLessor or the Trustee, provided,
her howeverz that the Lessor and the Trustee will not be

 or fomission of the Lessee. The indemnities arising under this
paragraph shall survive payment of all other_obllgatlons under
Lease or the termlnatlon of this lease. Anythlng hereln to

to indenn1fy under this paragraph in respect of any charge,
claim, expense, loss or liability attributable to a Unit which
shall have been returned to the lessor pursuant to Sections 10 or
12 lhereof or after this Lease with respect to such Unit has

Jodgs orbllabillty is attrlbutable to an event occurring after
sugh Unit was so returmned or this Lease with respect to such Unit
teyminated, and provided, further, that such charge, claim,

exgense, loss or liability does not arise as a result of
mechanical_defects of such Unit which existed at the time such
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‘UniY was |so returned or this Lease with respect to such Unit
téexrminated. _

The Lessee agrees to prepare and dellver to the lessor w1th1n
a. reasonable time prior tc the required date of filing (or, to
the extent permissible, file on behalf of the lLessor) any and all
repqrts known by the lLessee to be required to be filed by the
lesgor, er requested by the Iessor to be filed, with any federal,
staie or other regqulatory authorlty by reason of the interest of.
the |Trustee and the lessor in the Units or the 1ea51nq of the
Uniﬁs to | the Lessee.

Sectlon 9. Default. If, durlng the continuance of this Lease,
one |oxr more of the following events (herelnafter somet.imes called
Fvents of Default) shall occcur:

A. default shall be made in the payment of any part of
the rental provided in Section 2 hereof and such default
shall continue for 10 days; or:

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this lease; or

C. default shall be made in the observance or
performance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein or in
the Consent (as hereinafter defined) and such default shall
, contlnue (and the lessee shall not make effective provisions
for curlnq such default) for 30 days after written notice to
the Lessee specifying the default and demanding that the same
ke remedled° or

D. any proceedlngs shall be commenced by or dgalnst the
Iessee for any relief under any bankruptcy or. insolvency
1awsL or laws relating to the relief of debtors,

_ readjustments of indebtedness, reorganization, arrangements,
compositions or extensions (other than a law which doces not
perm%t any readjustments of the obligations cf the lLessee
hereunder), unless such proceedings shall- have been
dlsmlssed, nullified, stayed or otherwise rendered
1neffect1ve {but then only so long as such stay shall
contlnue in force or such ineffectiveness shall continue),

and all the obligations of the lessee under this l.ease shall
not have been duly assumed in writing, pursuvant to a court
order or decree, by a trustee or trustees or receiver or
receivers appointed for the Iessee or for the property of the
Lessee in connection with any such proceedings in such manner
that| such obligations shall have the same status as
obligations incurred by such a trustee or trustees or
receiver or receivers, within 30 days after such appointment,
if any, or 60 days after such proceedings shall have been
commenced, whichever shall be earlier;




13

-then{. in any such case, the Lessor, at its opticn,‘mayx

(a) proceed by appropriate court action oxr actions,
ither at law or. in equity, to enforce performance by the
essee of the applicable covenants of this lLease or to
ecover damages for the breach therxeocf; or

(b) by notlce in wr1t1nq to. the Lessee terminate this
ase, whereupon all right of the lLessee to the use of the
nits shall absolutely cease and determine as though this
ease had never been made, but the Lessee shall remain liable
s herelnafter provided; and thereupon, the lLessor may by its
gents enter upon the premises of the lLessee or other
remises where any of the Units may be and take possession of
11 or any of such Units and thenceforth hold, possess and
njoy the same free from any right of the Lessee, or its
uccessors or assigns, to use the Units for any purposes
hatever- but the lessor shall, nevertheless, have the right
o recover from the Lessee any and all amounts which. under
the terms of this lease may then be due or which may have
accrued to the date of such termination (computing the rental
for any number of days less than a full rental period by

jmultlplylng the rental for such full period by a fraction of
which the numerator is such number of days and the
‘[denominator is the total number of days. in such full rental

perlod), (i) as liquidated damages for loss of the bargaln
and not as a penalty, a sum with respect to each Unit subject

]to this Lease which represents the excess of (x) the present

value at the time of such termination of the entire unpaid
balance of all rentals for such Unit which would otherwise
haveiaccrued hereunder from the date of such termination to
the end of the term of this Lease as to such Unit over (y)
the then present value of the net rentals which the Lessor
reasonably estimates to be obtainable for the lease of the
Unit, during such pericd, such present value to be computed in
each.case on a basis of 8% per annum discount compounded
seml—annually from the respective dates upon which rentals
would have been payable hereunder had this Iease not been
terminated; (ii) any damages and expenses, including
reasonable attorneys® fees, in addition thereto which the
Lessor shall have sustained by reason of the breach of any
covenant or covenants of this lLease other than for the
payment of rental; (iii) an amount which, after deduction of
all taxes regquired to be paid by the lLessor in respect of the
receipt thereof under the laws of the United States ox Canada
or any political subdivision thereof, shall be equal to any
portion of the percentage of investment credit (hereinafter
called the "Investment Credit"), allowed by Section 38 and
related sections of the Intexnal Revenue Code of 1954, as
amended (hereinafter called the Code), which was: lost, not
cla;med, not available for claim, disallowed or recaptured in
respect of a Group A or Group C Unit, by or from the lessor




14

s a fesult of the breach of one or more of the
epresentatlons, warranties and covenants made by the Lessee
n Section 14 hereof or any other provision cf the Lease, the
ermination of this Lease, the lessor's loss of the right to
se such Group 2 or Group C Unit, any action or inaction by
he Lessor or the sale or other disposition of the Lessor®s
nterest in any Group A or Group C Unit after the occurrence -
f an Event of Default and (iv) an amount which after
eduction of all taxes required to be paid by the Lessor: in
espect of the receipt thereof under the laws of the United
tates or Canada or any political subdivision thereof, such
um as, in the reasonable opinion of the lLessor, will cause
e Lessor’s net return: under this Lease to be equal to the
et return that would have been available to the lLessor if it
had been entitled. to utilization of all or such portion of
the maxlmum depreciation deduction authorized with respect to
a Unit under Section 167 of the Code. utilizing the "lower
limit" of the "asset depreciation range" of 12 years for
group A and group C units and the "asset guideline period" of
15 years for group B and group D units prescribed in -
accordance with Section 167(m) of said code, for an asset
described in Asset Guideline Class No. 00.25 as described in
Revenue Procedure 72-10, 1972 IRB 8 (hereinafter called the
|Pepreciation Deduction), which was lost, not clalmed, not
avallable for claim, disallowed or recaptured in respect of a
Unit as a result of a breach of one or more of the
representatlons, warranties and covenants made by the Lessor
in Sectlcn 14 or any other provision of this Lease, the
termlnatlon of this lLease, the Lessor's loss of the right to
use such Unit any action or inaction by the lLessor or the
sale or othexr disposition of the Lessor®s interest in such
Unit' after the occurrence of an Event of Default. :
Notwithstanding anything to the contrary contained in this
clause (b),. it is understood and agreed that the Lessee shall
receive a credit in respect of the amounts gpayable or paid
pursuant to subclause (i) of this clause (b) equal to any net
proceeds received by the lessor upon the sale or the
releasing of the Units to the extent that such net proceeds
as actually received exceed the amount payakle or paid.
pursuant to the said sub-clause (i).

Anythlng in this Section 9 to the contrary notwlthstandlng,
‘an default in the okservance or performance of any covenant,

co dltlon or agreement on the part of the lessee which results.
.solely. 1n the loss by the lessor of, oxr the loss by the Lessor of
‘the right to claim, or the disallowance with respect to the
Legsor of, all or any portion of the above-mentioned deductions,
crgdits or other benefits, shall be, for all purposes of this
Lease, deemed to be cured if the Lessee shall, c¢n or before the
mnext rental payment date after written notice from the Lessor of
“the loss, or the loss of the right to claim, or the disallowance
‘of | such) deductions, credits or other benefits in resjpect of such

|
i

|
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|
|
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.| agree to pay to the Lessor the revised rental rate in

-respect of such Units determined as provided in the second
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aph of Section 14 of this lease.

e remedles in thls Iease provided in favor of the lessor
-not be deemed exclusive but shall be cumulative, and shall
addltlon to all other remedies in its favor existing at law
equity. The Lessee hereby waives any mandatory
ilrements of law, now or hereafter in effect, which might
or modlfy the remedies herein provided, to the extent that
waiver is permitted Ly law. The Lessee hereby waives any
11 exlstlnq or future claims to any offset against the
1 payments due hereunder, and agrees to make rental payments
dless of any offset or claim which may be asserted by the
e or:on 1ts behalf. :
l
he failure of the Lessor to exercise the rights granted it
der upon any occurrence of any of the contingencies set
herein shall not constitute a waiver of any such right upon
ontinuation or recurrence of any such contingencies orx
ar: contingencies.

ection 10. . Return of Units Upon Default. If the Lease shall
nate'pursuant to Section 9 hereof, the Lessee shall

with deliver possession of the Units to the Lessor. For the
hDse of delivering possession of any Unit or Units to the

pr as above required, the Lessee shall at its own cost,

nse and rlsk° _

A. forthw1th place such Units upon such storage tracks
of the Lessee as the lLessor may reasonably des1gnate,

B. permlt the Lessor to store such Units on such tracks
at the risk of the Lessee until the earlier of the date all v
such Units have been sold, leased or otherwise disposed of by
the Lessor and the 270th day from the day the Lessee shall
have placed the Units on such storage tracks, and

.C. transport the same to any place on the tracks of the
Lessee or any of its affiliates or to any connectlng carrier -

1fox shlpment, all as dlrected by the Lessor.'

assembllng, dellvery, storage and transporting of the Units

‘as
Les
RO
Yes
‘spe
. ass
‘8t 0;j
desi

ereinbefore provided shall be at the expense and risk of the
ee and are of the essence of this lLease, and upon application
ny court of equity having jurisdiction in the premises the

or shall be entitled to a decree against the lLessee requiring
ific' performance of the covenants of the lLessee s0 to

mble, deliver, store and transport the Units. During any
age period, the lessee will permit the Lessor or any person
gqnated by it, including the authorized representative or

’wrepxesentatives of any prospective purchaser of any Unit, to

|
{
|
|
I
5
|
|




! . .
_inspect the same; provided, however, that the Lessee shall not be
. liable, except. in the case of negligence of the lessee or of its
~emplpyees' ox agents, for any injury to, or the death of, any
perspn exercising, either on behalf of the Lesscr or any
~prospective purchaser, the rights of 1nspect10n granted under
this| sentence.
. |
pithout in any way limiting the obligation of the Lessee
under the foregoing provisions of this Section 10, the Lessee
hereby irrevocably appoints the Lessor as the agent and attorney
of the Lessee, with full rower and authority, at any time while
the lessee is obligated to deliver possession of any Unit to the
Lesspr, to demand and take possession of such Unit in the name
and pn behalf of the lLessee from whomsoever shall be at the time
in ppssession of such Unit. In connection therewith the Lessee
- will| supply the lessor with such documents as the Lessor may
- yeaspnably request.

Section 11. Assignment; Possession and Use. This Lease and
the [rentals and other sums due hereunder shall be assignable in
wholle or ‘in part by the Lessor without the consent of the Lessee,
but jthe Lessee shall be under no obligation to any assignee of
the ssOr except upon written notice of such assignment from the
Lessor.: 'All the rights of the Lessor hereunder shall inure to
‘the penefit of any beneficiary of the Lessor if the lessor is a
trudgt, sub]ectz however tc the terms of such trust, and to the
“Lesdor®s a581gns (1nc1ud1ng any beneficiary of any such assignee
if guch a331gnee is a trust).

- |so 1ong as the Lessee shall not be in default under this
‘Leage, the Lessee shall be entitled to the possession and use of
“the Units in accordance with the terms of this lease, but,

- witHout the prior written consent of the Lessor, the l.essee shall
‘not |assign or transfer its leasehold interest under this Lease in
the |Units or any of them (except to the extent that the
proyisions of any mortgage now or hereafter created on any of the
lings of 'railroad of the lessee may subject the lesseets
‘leagehold interest to the lien thereof). In addition, the
Lessee, at its own expense, will promptly cause to be duly
dis¢harged any lien, charge, security interest or other
encymbrance (other than an encumbrance resulting from claims
.against the Lessor or the Trustee not related to the ownership of
‘the |Units or to the extent that the provisions cf any mortgage
‘now | or hereafter created on any of the lines of railroad of the

' Lessee may subject the Lessee’s leasehold interest to the lien
theyeof) 'which may at any time be imposed on or with respect to
~any|Unit! including any accession thereto or the interests of the
‘"Lessor, the Trustee or lessee therein. The lLessee shall not,
‘withhout the prior written consent of the Lessor, part with the
‘posgession or control of, or suffer or allow to pass out of its
posgession or control, any of the Units, except to the extent

{
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permikted by the provisions of the 1mmed1ate1y succeeding
‘paragraph hereof.

long as the lessee shall not be in default under this
Leasq, the Lessee shall be entitled to the possession of the
Units and to the use thereof by it or by any affiliated or
subsildiary corporation upcn its or their lines of railroad or
upon [Lines of railroad over which the Lessee or such other
corpqration has trackage or cther operating rights or cover which
‘railgoad equipment of the Lessee oxr any such othexr corporation is
reqularly operated pursuant to contract, and also to permit the
use gf the Units upon other railroads in the usual interchange of
traffic (if such interchange is customary at the time), but only
upon |and subject to all the terms and conditions of this Lease
and he Equlpment Trust Agreement.

othlng in this Section 11 shall be deemed to restrlct the
right of the Lessee (i) to assign or transfer its leasehold
interest under this lease in the Units or possession of the Units
'to any corporation incorporated under the laws of Canada (which

- shall have duly assumed the obligations of the lLessee hereunder)
into|or with which the Lessee shall have become amalgamated, -
merged or, consolidated or which shall have acquired the property
of the Lessee as an entirety or substantially as an entirety; or
{(ii)| to sublease any Unit to any subsidiary or affiliated
corpprations of the lessee; provided, however, that the rights of
such| sublessee are made expressly subordinate to the rights and
remegdies of the Trustee under the Equlpment Trust Agreement and
the ssor under this Lease. : : .

The Lessor shall have the right to declare the lease provided
“for fherein terminated in case of any unauthorlzed a551gnment or
transfer of the Lease.

Sectlon 12. Return of Units Upon Termination of Texm. As
-soor] as practicable on or r after the termination of this Lease as
to gny or all of the Units, the Lessee will (unless the Units
-shall have suffered a Casualty Occurence), at its own cost and
expgnse, ‘at the request of the Lessor, assemble such Units and
‘delijver possession of such Units to the lessor ugon such storage
‘tragks of the Lessee as the lLessor may reasonably designate and
permit the Lessor to store such Unit on such tracks for a period
‘not [exceeding three months and transport the same, at any time
within such three-month period, to any reasonable place on the
‘1in¢s of railroad operated by the Lessee or to any connecting

- caryier for shipment, all as directed by the Lessor upon not less
than 30 days?! written notice to the lessee: the movement and ,
'storage 0f the Units to be at the expense and risk of the Lessee.
‘During ahy such storage period the lLessee will permit the Lessor
or any person designated by it, including the authori:zed

rep esentatlve or representatives of any prospective purchaser of
.any Unlt, to inspect the same; provided, however, that the Lessee
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| .
shall not be liable, excert in the case of negligence of the
Lessge or of its employees or agents, for any injury to, or the
death of, 'any person exercising, either on behalf of the Lessor
y prospective purchaser, the rights of inspection granted
this sentence. The assembling, delivery, storage and
porting of the Units as hereinbefore provided are of the
ce of this lLease, and upon application to any court of
y having jurisdiction in the premises, the lLessor shall be
led to a decree against the lLessee requiring specific
rmance of the covenants of the lLessee so to assemble,
er, store and transport the Units. If any Unit shall have
red a Casualty Occurrence, the Lessee shall thereupon assume
101d the Lessor harmless from all liability arising in
ct of any responsibility of ownership thereof. :Each Unit
ed to lessor pursuant to this Section (other than a Unit.
has suffered a Casualty Occurrence) shall (i) be in the
operatlng order, repair and condition as when originally
ered to the Lessee, reasonable wear and tear excepted and
meet the standards then in effect under the interchange

-yulels. of the Association of American Railroads and the United
‘Statles Federal Railroad Admlnlstratlon if appllcable and the
Canadian Transport Commission.

Sectlon 13.- Opinion of Counsel for the Lessee. On each

ing Date as defined in the Manufacturing Agreement for Units
ect to this ILease, the Lessee will deliver to the lLessor and
Trustee the written opinion of counsel for the Lessee, in
number of counterrarts as may reasonably be requested, and
essed to the Lessor and the Trustee, in score and substance
sfactory to them and their counsel, to the effect that:

'A. the lLessee is a corporation legally 1ncomporated and
valldly existing in good standing,. under the laws of Canada,
with full corporate power to enter into this lease, the
consent and agreement executed by the Lessee (hereinafter
called the Consent) to the assignment of this Lease to the
Trustee as of the date hereof (hereinafter called the
A581gnment).

'B. this Lease and the Consent have heen duly
authorized, executed and delivered by the Lessee and
constitute valid, legal and binding agreements, enforceable
in accordance with their terms,

i

'C. upon deposit of the Equipment Trust Agreement, this
Lease and the Assignment (including the Consent) in the
office of the Registrar General of Canada and publication of
notice of such deposit in the Canada Gazette in accordance
with Section 86 of the Railway Act of Canada, no further act,
filing, recordlng or deposit (ox glv1ng of notice) -

requlred in order fully to protect. in Canada or any Provznce
or Terrltory thereof the rights of the Lesscr. undexr this

f
!
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ease'agalnst any and all subsequent purchasers or mortgagees
rom the Lessee and/or from creditors of the Lessee-

D. no approval is requlredvfrom any.publlc regulatory
ody with respect to the entering. into or performance of this
ase'or the consent, or all such approvals (which shall be

pec1f1cally descrlbed) have been obta1ned~ and

E. the enterlng into and performance of this lLease and'
he Consent will not result in any breach of, or constitute a
efault under, any indenture, mortgage, deed of trust, bank
oan or credit agreement or other agreement or insftrument to
hich the Lessee is a party or by which it may be bound or
rontravene any: prov151on of law, statute, rule or regulation

to whlch the lLessee is subject or any judgment, decree,

Eranchlse, order ox permlt appl1cab1e to the Lesse«

The Lessee also agrees to furnish to the Lessor and the

tee a,copy, certified by the Secretary or an Assistant

ptary of the Lessee, of resolutions of the Foard of Directors
he Lessee authorizing the Lessee to enter into thls Lease and
Consent. _

i ' . - .

The Lessor agrees to furnish to the lLessee signed copies,

addr
Par
adai

essed to the Lessee, of the opinion of counsel referred to in
raph 5{b) of the Purchase Agreement, which opinion shall in
ion 'state that the Lessor is a state banking corporation

‘oxrg nlzed ‘wvalidly existing and in good standing, under the laws
of the State of Utah with full corporate power to enter into this

Lea
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Trus
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e, the Manufacturing Agreement, the Equipment Trust Agreement
the Ass1gnment, and of the opinion of counsel for the
facturer referred to in paragraph 3.04 (d) of the Equipment
14 Agreement. o . _

Section . .Indemnitx‘;g Respect of Tax Matters. This Lease,
Equipment Trust Agreement and the Manufacturing Acreement.
been entered into on the basis that the lessor shall be
tled; to such deductions, credits and other benefits as are
ided by the Internal Revenue Code of 1954, as amended to the
hereof (hereinafter called the Code) to an cwner of property
uding (without: 11m1tatlon), an allowance for the Depreciation
ction {as defined in Section 9 of this lLease) and the
stme?t Tax Credit (as defined in Section 9 of the lease).

With respect to any Unit, if (other than for the reasons set
h below) the lLessor shall lose or shall not have or shall
the! right to claim, or if (other than for the reasons set
h below) there shall be disallowed with respect to the

or, all or any portion of, the Investment Credit (with

ect. only to the Group A and Group C Units) or the

ec1atlon Deduction with respect to a Unit in computing

ble income under one.of the accelerated methcds oE

)
|
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»depreciat{on provided in Section 167(b) of the Code for the

d this lease is in effect, then, after written notice

f to the Lessee by the Lessor, the rental rate arplicable
ch Unit set forth in Section 2 of this lLease shall be

ased by an amount for such Unit which, in the reasonable

ilon of the Lessor, will cause the lLessor’s net return in

ct of such Unit under this Lease to equal the net return
would have been available if the lLessor had been entitled to
zation of all or such portion of the Investment Credit (with
ct t6 a Group A or Group C Unit) or Depreciation Deduction
was not claimed or was disallowed and the Lessee shall
with' pay to the Lessor as additional rental the amount of
nterest or penalty which may be assessed by the United

s agalnst the ILessor attributable to the lcss of all or any
on of the Investment Credit (in the case of a Group A or

C Unit) or Depreciation Deduction, provided, howaver, that
rental rate shall not be so increased if the Lessor shall
lost, or shall not have or shall have lost the right to

i, or if there shall have been disallowed with respect to the
r all or any portion of, the Investment Credit (im the case
Group A or Group C Unit) or Depreciation Deduction with

ct to such Unit as a direct result of the occurrence of any
e follow1ng events~ : ,

I(1) a Casualty Cccurrence with respect to such Unit, if
he lessee shall have paid to the Lessor the amounts
tlpulated under Section 6 hereof;

i
'{(1i) a voluntary transfer by the Lessor (other than as
contemplated by the Equipment Trust Agreement) of legal title
to such Unit, the disposition by the Lessor of any interest
in such Unit or the reduction by the Lessor of its interest
in the rentals from such Unit under the lLease, unless, in
‘|leach ,case, an Event of Default shall have occurred and be
contlnulng. : : o . ' '

‘ '(111) the amendment of the Equipment Trust Aqreement
, w1thout the prior wrltten consent of the Lessee- -
,(1v) the fallure of the lessor to claim the Investment

Credit (with respect to a Group A or Group C Unit) or
Depreciation Deduction in its income tax return for the
appropriate year or the failure of the Lessor to follow
proper procedure in claiming the Investment Credit (with
respect to a Group A or Group C Unit) or Depre01at10n
Deductlon with respect to such Un1t° or

 (v) the fallure of the lLessor to have sufflclent
liability for the tax against which to credit such Investment
| credit or sufficient income to benefit from the Deprec1at10n
Deductlon, as applicakle. :

i
}
|
{
l
I
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[

ne Lessor agrees that if, in the opinion of its or the
*s independent tax counsel (herein referred to as Counsel),
fide claim to all or a portion of the Investment Credit on
oup A or Group C Unit or a bona fide claim to all or a
‘portilon of the Depreciation Deduction on any Unit, exists in
respeget of which the Lessee is required to pay increased rental
~and jnterest and/or penalty as aforesaid to the lLessor as above
ded, the Lessor shall, upon request and at the expense of
ssee, take all such legal or other appropriate action .
d reasonable by Counsel in order to sustain such claim. The
r may take such acticn prior to making payment of the '
s claimed pursuant to a notice of disallowance o1 make such
nt and then sue for a refund. ' In the latter event, if the
determlnatlon shall be adverse to the Lessor, the lLessee
pay to the Lessor interest on the amount of the tax paid
butable to the Depreciation Deduction and/or Investment
t disallowed, at the rate of 8% per annum, from the date of
nt of such tax to the date the Lessee shall reimburse the

r for such tax in accordance with the provisions of this
Sectfion 14. The Lessor shall not be obligated to take any such
‘legall or other appropriate action unless the lLessee shall first
~hav agreed in writing to indemnify the Lessor for all
liapilities and expenses which may be entailed therein and shall
haveg furnished the Lessor with such reasonable security therefor
-as nay be requested.

Notw1thstand1ng any provision herein to the contrary, 1f any
. Cangdian igovernmental authority, dominion or provincial, shall
withhold'oxr cause to be withheld from any rental payment made
und¢er Section 2 of this Lease or any additional rental payment
mad¢ under Section 14 hereof any amounts in respect of taxes
(hereinafter called "W1thholdlng taxes"), the follow1ng

}.pr 151ons will apply-

| - A. The Lessee w111, on the rental payment date when such
rental payment is made, pay to the lLessor as additional
rental a sum sufficient to permit payment of an amount
equivalent to the amount due without reqard to any such
w1thhold1ng taxes. .

! B« The Lessee w111 pay such w1thhold1ng taxes and will
forthw1th furnish to the lLessor all tax receipts obtainable
by the Lessee in connection therewith and all infoxmation and.
documents necessary or appropriate to enable each Beneficiary
to substantiate a claim for credit or ‘deduction for U. S.
federal or any other. income tax purposes with reapect
thereto.

- . C- Upon receipt by ecach Beneficiary of (i) such tax
- receipts and other information and documents and (ii) the
benefit of any reduction in the federal or any other. income

tax liability as determined by each Beneflulary in its sole ?r

I
|
1
|
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|
|
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discretion, resulting frcm the crediting or deducting”of such
withholding taxes in the computation of such tax, the Lessor

22

jwill ) forthwith reimburse the Lessee an amount so that each

Benef1c1ary shall be in the same position it wouléd have been
if such withholding taxes had not been imposed. It being
agreed that such determination may be revised and new demand
made lupon Lessee after any disallowance of such credit or .
deductlon upon audit by the U. S. Internal Revenue Service.
The obllgatlon of the lLessee under this Subparagraph C will
surv#ve the termlnatlon of this lLease.

The Lessee's agreement to pay any sums wh1ch may hecome

‘payable pu:suant to this Section 14 shall survive the expiration

ther termznatlon of this Lease.:

The Lessee represents and warrants that (i) none of the Group

A or Group C Units constitutes property the construction,
‘recdnstruction or erection of which was begun before April 1,

19714 (ii) at the time the lessor becomes the owner of the Group
A ox Group C Units, such units will constitute "new section 38
property‘ within the meaning of Section #8(b) of the Code and at

ime the Lessor becomes the owner of all Units, the Units
not]have been used by any person so as to preclude "the
inal 'use of such property" within the mean1ng of Section

} and 167¢c) (2) of the Code from commencing with the lessor
(111” at all times during the term of this lease, each Group
C Un1t will constitute “"section 38 property" w1th1n the
ing of Sectlon 48 (a) of the Code.

ectlon 15. Recordlng; xggnses. Prior to the dellvery and
tance of any Unit, the lessor will, at its own expense,

the Equipment Trust Agreement, Lease and the A331gnment
udlng the Consent) to be filed and recorded with the

state commerce Commission in accordance with Section 20c of .
Tnterstate Commerce Act and deposited with the Registrar

Genefral of canada (notice of such deposit to be forthwith

thereafter given in the Canada Gazette) pursuant to Section 86 of

Rallway Act of canada. The lLessor will alsc cause the Lease

to bp flled and recorded pursuant to the Uniform commercial Code

0f t
time|l to tlme, do and:- perform any other act and will execute,
aacknowledge, deliver, file, register, record and deposit (and
wWwill refﬂle, reregister, rerecord or redeposit whenever required)

any

ne State of Utah. The Lessor will, at its cwn expense, from -

and all further instruments required by law and reasonably

requeste& by the Trustee, for the purpose of proper protection,

+to the satlsfactlon of the Trustee, of the Lessor®s and the
‘Trusftee's respective interests in the Units, or for the purpose

-of :cprrying out the intention of this Lease, the Assignment, the
‘Conspnt and the Equipment Trust Agreement. The lLessor will
promptly ﬁurnlsh to the Trustee evidence of all such filing,
Tegistering, recording, depositing, reflllng, rereglstprlng,
frerecordlng and/or re—dep051t1ng and an oplnlon or oplnlons of.jézgg

?
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co el wlth respect thereto satlsfactory to the Lesscor and the
Tru ee.}

he Lessor will pay the reasonable costs and expenses
Adnv 1ved|1n the preparation and printing of this Lease and the
fees| and disbursements of any counsel which it may retain, unless
suc costs, expenses, fees and disbursements are paid by some
‘oth person. The Lessee will bear the fees and dlsbursements of
any ounsel which it may retain.

- ection 16. . Interest on overdue Rentals.l Anythlng to the
con arylhereln contained notw1thstandlnq, any nonpayment of
rentpls and other obligations due hereunder shall result in the
obligation on the part of the Lessee promptly tc pay also an
amount equal to 9% per annum of the overdue rentals for the

peripd of tlme during which they are: overdue.--

Sectlon 17. Termlnatlon. In the event that all of the Units
‘shalll have been excluded from this lLease as provided in Section 1
“herepf, thls Lease shall terminate and, except as otherwise
_expressly provided. in the lLease, the rights and obligations
,hereunder of the parties hereto shall. cease and determlne as if
the Lease had never been made.

Sectlon 18. Additional Payments by lessee. In addition to
the rentals spec1f1ed in Sectlon 2 hereof: S

, {a) The Lessee agrees to pay to the Lessor promptly amounts
equall. to any rental payments which may become payable by the
Lesspr to the Trustee under Section 4,04 (1) of the Ti‘qui.pment
Trus Agreement in respect of (i) any expenses incurred. in

conn ction with any- purchase, sale or redemption by the Trustee
of Y vestments (as defined in the Equipment Trust Agreement),
which are made by the Trustee on the written or telegraphlc
request of ‘the Lessee or otherwise required by the provisions of
‘Sectjion 8_0u of the Equipment Trust Agreement if such request is
-not made py the lLessee, and (ii) any loss of principal (1ncludlng
intefrest accrued thereon at the tlme of purchase) 1ncurred in
connectlon therewith.

‘ (b) It is understood and agreed that the Trustee is
.cbligated under the last paragraph of Section 8.04 of the
‘Equipment Trust Agreement to pay to the lLessee any interest in
‘excess oOf accrued interest paid from Deposited Cash (h=l1d under
“the Equlpment Trust Agreement at the time of purchase) or other
profit whlch may ke reallzed from any sale or redemptlon of
Investments- .

Section 19. Purchase and Renewal Options. Provided that this
Lease has! not been earlier terminated and the Lessee is not in
“defaplt hereunder, the Lessee may by written notice delivered to
the [essor not less than six months prior to the end of the term
-Of this Lease or any extended term hereof, as the case may be,

:
!
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ele¢t (a) to extend the term of this Lease in respect of all, but
not |fewer than all, of such Units then covered ky this lease, for
two [additional five-year periods commencing on the scheduled

lration of the original term or extended term of this lease,
the case may be, provided that no such extended term shall

‘be

(other than (i) a lessee currently in possession or (ii) a
i equipment dealer) and an informed and willing seller.under
ompulsxon to sell and, in such determxnatlon, costs of

-rmedland willing lessor under no compulsion to lease and, in
sucl determlnatlon, costs of removal from the lccatlon of current

I
If on or before four months prior to the expiration of the
of this Lease, the Lessor and the Lessee are unable to agree

-rdance with the foreg01ng definition by a quallfled

pendent Appraiser.- The texm Appraiser shall mean such
pendent appraiser as the lLessor and the lLessee may mutually

e upon, or fa111ng such agreement, a panel of three

pendent appraisers, one of whom shall be selected by the

or, the second by the lLessee and the third designated by the
t twp so selected. The appraiser shall be instructed to make

"ind
ind
agr
ind

“lLes

fir

xwrl’lng to the Lessor and the lessee. ' The determination so made
shafil be conclusively binding upon both Lessor and Lessee. The
nses and fee of the Appraiser shall be borne equally by the
or and the Lessee. Uron payment of the purchase price, the
sor shall upon request of the Lessee execute and deliver to
Bee, Oor to the Lessee®s assignee or nominee, a bill of sale
whout»warzantles) for such Unit such as will transfer to the

%

|
|
i
|
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Lesgee such title to such Unit as the Lessor and the Trustee
dexrived from the Manufacturer free and clear of all liens,
secyrity| 'interests and other encumbrances arising through the
-Lesgor or the Trustee.
Sectlon 20. Mileage Allowance: Subrogatlon; Further
Assurance. Provided the Lessee is not in default hereunder, the
‘Iesgee shall be entitled to (i) all mileage allowances and other
- moneys payable ty reason of the use of the Units, and any such
- mileage allowances or other moneys received by the Lessor shall
be forthwith remitted to the lessee, and (ii) the proceeds of any
- claim or’right of the Lessor or the Lessee against third persons
for|injury, damage or loss with respect to any: Unit or the use or
.operation thereof, including settlements pursuant to the rules of
- the|Association of American Railroads, and the lessee shall be
sub ogated to the extent of the lLessee!s interest to all the
Lessor's rights of recovery therefor against any other person,
fixm orx corporatlon. The Lessor hereby authorizes the Lessee to
make settlement of , receive payment and receipt for any and all:
such clalms on behalf of the Lessor, and the Lessor agrees to
- execute and deliver from time to time such instruments and do
such other acts and things as may be necessary cr appropriate
more¢ fully to evidence the Lessee's authority and/or to vest. in
the| Lessee such proceeds to the extent of the lLessee's interest
therein or to effect such subrogatlon' and in the event of any
loss, damage .or destruction in respect of which the Lessee is
aentltledlto proceeds oxr subrogation as aforesaid, the lLessor
shafll refraxn from doing any act or executing any instrument
-whigh would prejudice the rlght of the Lessee to such proceeds or
to puch subrogat1on.4

- | The Lessee covenants and agrees from tlme to time at its
exppnse to do all acts and execute all such instruments of
‘further assurance as it shall be reasonably reguested by the
Lespor to do or execute for the purpose of fully carrylng out and
~effectuat1ng this lease and the intent hereof.

_ Sectlon 21. Execution. Although this Lease is dated as of
November 1, 1972 for convenience, the actual date or dates of
aexecutlon hereof by the partles hereto is or are, respectively,
the date or dates stated in the acknowledgments hereto annexed.
l
Sectlon 22. lLaw Governlng. The terms of this Lease and all
rights and obllgatlons hereunder shall be governed by the laws. of
~the State of Utah;. provided, however, that the garties shall be
~enfjitled to all rights conferred by Section 20c of the Interstate
‘Commerce Act of the United States, the applicable recording laws
‘of [Canada and of the Provinces or Territories thereof and such
ad tlonal rights arising out of the filing, recording or
de sxtlng hereof and of any assignment hereof cx out of the
magking .on the Units as shall be conferred by the laws of the
‘several jurlsdlctlons in which this Agreement or any assignment

|
|
|
|
i
l
i
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purposes, wherever the term "Lessor" is used in this lLease it
shall alsc apply and refer to the Trustee and any successors

ther
context shall otherwise require and except that the Tirustee shall
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Of sﬁall be filed, recorded or deposited or in which’any Unit
be 1ocated. : : -

Sectlon 23. Notices. Any notice required or permitted to be
N byielther party hereto to the otherx shall be deemed to have
} given when deposited in the United States or Canadian
stered mails, flrst-class postage prepald, addressed as

ows? : .

|If to the Lessor, P.O. Box 149, Salt Lake City, Utah
84110, |

{If to the lessee, P.O. Box 8100, Montreal 103, Quehec,

Canada, attention of the Treasurer;

ror-addre$sed to either party at such other address as such party
~shall hereafter furnish to the other party in writing.

| . . ) . .
Sect;on 24, Definitions. If and so long as this lease is ‘
gned to the Trustee (or any successor thereto) foir collateral

eto (with the exception of Section 14 hereof) unless the

" not

ben

ren

the

be subject to any liabilities or obllgatlons under this

. lea e; and the fact that the Trustee is specifically named in
certain- prov1s1ons shall: not be construed to mean that: the
Trustee (and any successors. thereto) is not entitled to the

flts of cther provisions where only the lLessor is named or

where only the Trustee, as the case may be, is named.

Sectlon 25.. Severablllty. Any provision of thls Iease which

is prohibited or unenforceable in any jurisdiction shall, as to
‘such jurisdiction, be ineffective to the extent of such »
prOhlbltlon or. unenforceablllty without invalidating the
‘remaining prov151ons hereof, and any such prohitkition or
»uneEforceablllty in any jurlsdlctlon shall not. invalidate or

er unenforceable such prov1sxon in any other Jurl sdiction.

' ThlSlLease exc1u51ve1y and. completely states the rights of

Lessor and the lessee with respect to the Units and

supersedes all other agreements, oral or written, with respect to

Units. No variation or modification of this Lease and no

‘waiyer of any of its provisions or conditions shall be valid
-unless in writing and 51gned by duly authorlzed offlcors of the
LeS>or and the lessee.

Sectlon 26. No Recourse. No recourse shall be had in respect

of any obllgat1on due under this Lease, or referred to herxein,
.agaginst any incorporator, stockholder, director or officer, as
such, past, present or future, of the Lessor or the lessee, or
-against any principal. or pr1nc1pals {(disclosed or undlsclosed)

|
|
|
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as sjuch, of the lLessor or assignee or assignees or transferee or
transferees, as such, of the Lessor if the Lessor is acting in an
agen or nominee capacity, or against any beneficiaries, as
suchl, in respect of which the Lessor may be actlng as trustee,
-whether by virtue of any constitutional provision, statute or
rule of law or by enforcement of any assessment or penalty or
ot ise, all such liability, whether at common law, in equity,
‘by alny constitutional provision, statute or otherw1se, of
1nchporators, stockholders, directors, officers, assignees,
transferees or principals, as such, being forever released as a
condition of and as con51derat10n for the execution of thls

Leasge.

27. . Counterpart Execution. This Lease may be executed in
sevdral countergarts, but the counterpart delivered to the
Trustee shall be deemed to be the orlglnal counterpart.

o JIN WITNESS WHEREOF, the Lessor and the Lessee, each pursuant
to due corporate authority, have caused this instrument to be
signed in their respective corporate names by: duly authorized
-of £ilcers and their respective corporate seals to be hereunto
affilxed and duly attested, all as of the date. flrst akove

fwritten-

_ : _ FIRST SECURITY STATE BANK,
! v _ 0wner~Trustee

f : _ | by |

{ CORPORATE SEAL]

CANADIAN NATIONAL RATLWAY
COMPANY,

| b L |
Yoo N (B Ry
Vice President
[CORPORATE SEAL] | | Ve
ﬁAtt%stﬁ » .
”‘

ASSISTANT SECRETARY -

~ . ’
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“STATE OF UTAH

] L
COUNTY OF SALT LAKE

S pn tﬁls day of -~ ¢ 1973, before me personally
appejared | : - ., tO me personally
.knoq;, who, belng by me duly sworn, says that he is ‘

- of FIRST SECURITY STATE BANK, that one of the
sealls afflxed to the foregoing instrument is the corporate seal
.of the said banking corporation, that said instrument was signed
and sealed on behalf of said banking corporation by authority of
its [Board of Directors, and he acknowledged that the execution of.
-the |[foregoing ‘instrument was the free act and deed of sald
"banklnq corporatlon. ,

!
My commission expires
! Notary Public

I NOTARIAE SEAL )

|
PROVINCE OF QUEBEC :
ﬂ SSe 3
’CI OF MONTREAL

' on thls |‘H—L day of ja.wvxa-rv' . 1973, before me personally
appeared . L. A. FULLER -+ tOo me personally -
known, who, being by me duly sworn, says that he is the ssiISTANT SECRETARY

I - of CANADIAN NATIONAL RAILWAY. COMPANY, that one of -

‘the seals affixed to the foregoing instrument is the corporate :

~ seal of the said corporation, that said instrument was signed and

. sealled on behalf of said corporation by authority of its Board of
'DlIGCtOIS, and he acknowledged that the execution of the

‘fordgoing instrument was the free act and deed of said

,cor;oratlon. S ";7/’
o o o ",//

. f z
¢ Ndotary Public

i
I
f
l
:
v o
My c¢ommi ?51on is for life.
!
i
I

{NOTARIAL SEAL]

I
i
i
I
!
| .
|
]




-
‘v

300

50

528", 100-tonbox
cars, 18’ double doors

{ SCHEDULE I - Lease
‘\i ‘ Group A and C Units \

. Identifying '
- Numbers (both

Type and Specifications | Cost Inclusive)

‘
v

52’ 8”, 100-ton box

cars, 10” sliding doors  $4,468,030.00 (Canadian) CNIS 417000 —417249

l
\
\

52’87, 70-ton box | CN 557000-557299

$5,917,230.00 (Canadian)
cars, 18’ double doors o .

52’8, 70-ton box 2,752,387.40 (Canéldian) ~ CN 557300-557439 A

cars, 18’ double doors

CN 415000415049

%.

1,000,838.50 (Canadian)



\

| SCHEDULETI — Lease

Percentage of Percentage of Percen'tage of Percentage of -
i : : Cost* of Cost* of Cost* of Cost* of
) o : ‘ Group A Units Group B Units - Group C Units Group D Units -

' Daily Lease Rate .............. .022223

,éBasiéLeas'eRatc............7. .-3.68000%

1

: *35 defined in the Equipment Trust Agreement :




L _LEASE OF EQUIPMENT NO. #

between

FIRST SECURITY STATE BANK, Owner-Trustee
and

CANADIAN NATIONAL RAILWAY COMPANY

Dated as of November 1, 1972




‘I/EASE OF EQUIPMENT No. 4, dated as of Novemker 1, 1972,

betwden FIRST SECURITY STATE BANK, a state banking corporation

jzed under the laws of the State of Utah, as Owner-Trustee
inafter called the Lessor) under Owner Trust Agreement No. 4

as of November 1, 1972 with FIRST SECURITY BANK OF IDAHO, N,A,
IRST SEZCURITY LEASING COMPANY (hereinafter individually called -
ef1c1ary), and CANADIAN NATIONAL RAILWAY COMPANY, a corporation !
1ncorporated under the laws of Canada (herelnafter called the

e). .

EREAS, the lLessor, National Steel Car Corporation, Limited
inafter called the Manufacturer) and the Lessee have entered
a Manufacturing Agreement dated as of November 1, 1972
inafter called the Manufacturing Agreement), wherein the
acturer has agreed to construct, sell and deliver the
rail#oad equipment described in Schedule I hereto; and

EREAS, the Lessor has entered into Equipment Trust
‘Agreéement No. 4 - dated as of November 1, 1972 (hereinafter called

‘N.A.

cand

to April 30, 1973 under the Manufacturlng Agreement and
which such title to the Units will be reserved to the
Trusitee until the Lessor fulfills its obligations. under the
Equijpment Trust Agreement (such units described in Schedule I
hereto being hereinafter called the Group A Units, the Group B
Units, the Group C Units and the Group D Units respectively, as
the [case may be, and all such Units being hereinafter
‘colllectively called the Units), and under which the Trustee has
agreed to lease all the Units to the Lessor;

WHEREAS, the Lessee(desires to.lease from the Lessor such

~ ‘Group C Units (not delivered and accepted pursuant to Lease of

'Equipment No. 5 dated as of November 1, 1972, between the Lessor
and [the Lessee) as are delivered and accepted after December 31,
'1972] and :settled for on or prior to April 30, 1973, under the _
‘Manu/facturing Agreement up to an aggregate cost $1,700,000 (U.S.),
the Group C Units covered hereby being described specifically '
in SQupplement No. 1 hereto, at the rentals and for the terms

and fupon the condltlons hereinafter prov1ded-

Now, - THEREFORE, in consideration of the premlses and of the
-rentals to be paid and the covenants hereinafter mentioned to be
‘kept and performed by the Lessee, the lLessor hereby leases the
‘Units to the Lessee upon the following terms and conditions, but,
upon default of the lessee hereunder, subject and subordinate to
-all|the rights and remedles of the Trustee under the Equipment
Trust Agreement.

_ Sectlon 1. Dellvery and Acceptance of Units.. The Lessor will
cause eax..n Unitc ac Ceped pulduanl o Lhe., L‘ﬁmlu.fd\,i_tﬂ':lht‘i Agreement

f




to bg tendered to the Lessee at such poiht or points as may,be
mutugdlly acceptable to the Lessor and the Lessee. Immediately

- upon |such tender, the lessee will cause its authorized inspectors

or rgpresentatives to inspect the same, and if such Unit is found
to bg in good operating order and repair, to accept delivery of
such (Unit and to execute and deliver to the Lessor a certificate

acceptance {hereinafter called a Certificate of Acceptance)
1fying as to the actual date of acceptance of deliwvery by the
See whereupon such Unit shall be deemed to have bevn

ime payable, shall be legal tender for the payment 9f public

Hefined in the Equipment Trust Agreement) next preceding May

and November 1 of each year commencing May 1, 1973. 1In respect

~tt1ed for under the Equlpment Trust Agreement and the

(facturing Agreement to May 1, 1973 and (ii) the basic lease

!
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the Manufacturer; nor, except as otherwise expressly provided
herein, shall this lease terminate, or the respective obligations
e Lessor or the Lessee ke otherwise affected, by reason of
efect in or damage to or loss of possession or loss of use
destruction of all or any of the Units from whatever cause,
rohibition of or other restriction against the Legsee's use
1 or any of the Units, the interference with such use by any
or entity, the invalidity or unenforceability or lack of
uthorization of this lease or lack of right, powe:r or :
rity of the lLessor to enter into this Lease, the breach by
ssor of the representations and warranties of the Lessor
ined in the second paragraph of Section 8 hereof, or by

n of any failure by the lLessor to perform any of its

ations herein contained, or for any other cause whether

ar or dissimilar to the foregoing, any present or future law
e contrary notwithstanding, it being the intention of the
es hereto that the rents and other amounts payable by the

e hereunder shall continue to be payable in all events in
anner and at the times herein provided unless the obligation
y the same shall be terminated pursuant to the express

sions of this Lease. The Lessee shall have a right of
actipn against the lessor for any such breach of such
representations and warranties or any such failure to perform
such obligations, but without any right of set-cff of such rents
-and other amounts payable by the Lessee hereunder.

Sectlon 3.. Terms of lLease. The term of thlS Lease as to each
Unlt shall begin upon acceptance thereof by the lLessee pursuant
to Section 1 hereof, and, subject to the provlslons of Sections.
6, 9, 17 'and 19 hereof, shall terminate six months after the date
on which the final sem1-annua1 payment of rent in respect thereof
is due hereunderf

Notw;thstandxng anything to the contrary containedl herein,
‘all |[rights and obligations under this Lease and in and to the
Unitgs, ugon default by the Lessee hereunder, are subordinate,
junjor in rank and subject to the rights of the Trustee under the
.Equzpment Trust Agreement. :

Sect1on 4. Identification Marks. The Lessee will cause each
‘Unit to be kept numbered with the identifying number as set forth
in $chedule I hereto and will keep and maintain, plainly, - ’
distlnctly, vermanently and conspicuously marked on each side of
such Unit, in letters not less than an inch in height, the
following words: "OWNED BY FIRST SECURITY BANK OF UTAH, N.A., 79
SOUTrH MAIN STREET, SALT LAKE CITY, UTAH, AS TRUSTEE UNDER THE

. TERMS OF: AN EQUIPMENT TRUST AGREEMENT, OR ITS SUCCESSOR, THE
NOR[FHERN. TRUST COAPANY, 50 SOUTH LASALLE STREET, CHICQGO,
ILLENOIS 60699."”or other approprlate words designated '
by kthe Trustee, with appropriate changes thereof and additions
‘thereto as from time to time may be required by law in. orxrder to
protect the interest of the lessor and the Trustee in and to such




. s

-Unit |and the rights of the Lessor under. this Lease and the
‘Equipment Trust Agreement and of the Trustee under the Equlpment
 Trust Agreement. The Lessee will not place any such Unit in
_operation. or exercise any control or dominion over the same until
such|words shall have been so marked on both sides thereof and
will|replace promptly any such words which may ke removed,
defaced or destroyed. - The Lessee will not change or permit the
identifying number of any Unit to be changed except in accordance

" with|a statement of new identifying numbers to ke substituted

therefor, which statement previously shall have been filed with
the frrustee and the lessor by the lLessee and filed, recorded or
depogited in all public offices where this Lease will have been
filegd, recorded or deposited.

' Except as above provided the Lessee will not allow the name
-of apy person, association or corporation to be placed on the
‘Unitps as a designation that might be interpreted as a claim of
-ownegship; provided, however, that the Lessee may cause the Units
to lettered with the names, initials or other imsignia
custpmarily used by the Lessee or any permitted sublessee on
raillroad equipment used by it of the same or similar type for
convenience of identification of their right to use the Units.

Section 5.. Taxes. All payments to be made by the lLessee

- herqunder will be free of expense to the Lessor and the Trustee
for |collection or other charges and will be free of expense to
‘the |[Lessor and the Trustee with respect to the amount of any

' 1, state, provincial or federal United States, Canadian or
can taxes (other than any local, state, provincial or federal
Unitjed States or Canadian or Mexican income taxes [to the extent
thay the Lessor receives credit for such Canadian or Mexican
‘taxgs agalnst its United States. income tax liability] pavable by
the |Lessor in consequence of the receipt of payments provided
herein, and other than the aggregate of all franchise taxes
-measured' by net income based on such receipts, except any such
tax|which is in substitution for or relieves the lLessee from the
- paypent of taxes which it would otherwise ke obligated to pay or
‘reipburse as herein provided) , assessments ox license fees (and
.any|charges, fines or penalties of any kind in connection
therewith) (hereinafter called "impositions") hereafter levied or
‘imppsed upon or in connection with or measured by this lLease,
the| Equipment Trust Agreement or any of the instruments or
agreements referred to herein or therein or contemplat:ed hereby
.or thereby, or any sale, rental, use, payment, shipment, delivery
.or transfer of title under the terms hereof, the Equipment Trust
.Agreement or any such instruments or agreements, all of which
imppsiticns the lessee assumes and agrees to pay on demand in
addjition to the payments to be made by it provided for herein.
fThe Lessee will also pay rromptly all 1mp031t10ns thWh may be
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reasgn of 'its title thereto and any and all impositions upon or
on agcount of the trust created by the Equipment Trust Agreement
" or upon or on account of the Equipment Trust Agreement, or the
trangactions contemplated thereby (whether or nct such
 trangactions shall actually be consummated) or the instruments or
agreements referred to therein or contemplated thereby, and will
‘keep|at all times all and every part of such Unit free and clear
of all such impositions which might in any way affect the
_inteYests of the lessor or the Trustee or result in a clain,

lien| security interest or other encumbrance upon any :uch Unit

" and will supply the lessor and the Trustee with a receipt or
_.othefr evidence of such payment satisfactory to the Lessoxr and the
- Trusgee; provided, however, that the Lessee shall be under no
obligation to pay any impositions so long as it is contesting in
good| faith and by appropriate legal proceedings such impositions
and fthe nonpayment thereof does not, in the opinion of the lessor
or the Trustee, adversely affect the property or rights of the
Lessor or the Trustee hereunder or under the Equipment Trust

- Agreement and the Lessee shall have furnished the Trustee with an
opinion of counsel to such effect. If any such impositions shall
‘havg been charged or levied against the lLessor or the Trustee
dirgctly and paid by the lessor or the Trustee, the Lessee shall
reipgburse the Lessor or the Trustee, as the case may ke, on
pregentation of an invoice therefor; provided, however, that the
"Lesgee shall not ke obliged to reimburse the Lessor ox the
Trugstee for any such imposition so paid.unless (a) prior to such
ent, the lessor or the Trustee shall have otktained the

ion of either of their respective counsel that either the

or or the Trustee was liable to pay such imposition, or (b)
sS the Lessee shall have approved the payment theleof.

In the event any reports with respect to 1mp051t10ns are
ired to be made on the basis of individual Units the Lessee
either make such reports in such manner as to show the
rests of the Lessor and the Trustee in such Units, if such is
ssary or appropriate, or will notify the ILessor and the

tee of such requirement and will make such xeports in such

er as shall be satlsfactory to the Lessor and the Trustee.

In the event that, durlng the contlnuance of this Lease, the
ee becomes liable for the payment or reimbursement of any

inue, notwithstanding the termination of this Lease, until
such impositions are paid or reimbursed by the Lessee.

Sectlon 6. Payment for Casualty Occurrences. In the event
any Unit shall be or become worn out, lost, stolen,

troyed or damaged beyond economic repair, from any cause

tsoever, or taken or requisitioned by condemnation or

erwise (any such occurrence being hereinafter called a

alty Occurrence) during the term of this Lease oxr until such

Unit shall have been returned to the lessor in the manner
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provided in Section 12 hereof, the lLessee shall, within 30 days
after it shall have determined that such Unit has suffered.a .
lty Occurrence, fully notify the Lessor and the Trustee with
respéect thereto. On the rental payment date next succeeding such

shall occur within 15 days after such notice, on the next
eding rental payment date) the Lessee shall pay to the

r an amount equal to the Casualty Value (as hereinafter

ed) of such Unit as of such rental rayment date in

dance with the schedule set out below. Upon the making of
payment by the lessee in respect of any Unit, the rental for
Unit shall cease to accrue as of the date of such payment
he terms of this lease as to such Unit shall terminate.. The

ee of a sum equal to the Casualty Value of any Unit, execute
and |deliver to or upon the order of the lessee a bill of sale
{witlhout warranties) for such Unit such as will transfer to the
Lesdee such title to such Unit as the Lessor and the Trustee
derived from the Manufacturer free and clear of all liens,
secyrity interests and other encumbrances arlslng through the
_iLesﬂor oxr the Trustee.

The Casualty Value of each Group A, Group B, Group C and
Grogp D Unit as of any rental payment date shall be determined by
multiplying the Cost (as defined in the Equipment Trust
Agreement) of such Unit by the- applicable percentage set forth
opppsite each rental payment date number in the following
schedule:
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Thereafter, for any payment on the last day of the term of this

, 16.0400% of the Cost and tiaereafter, tne lesser of

00% of the Cost or the Fair Market Value thereof immediately
to the Casualty Occurrence, such Fair Market Value to be
lated in the manner prov1ded in Sect1on 19 hereof.

xcept as hereinabove in this Sectlon 6 prov1ded, i-he Lessee
not be released from its obligations hereunder in the event

nd shall bear the risk of, any Casualty Occurrence to any

after delivery to and acceptance thereof by'the Lessee

nder. _ :

ection 7. Annual Reports. On or before April 1 in each year,
ncing with the year 1974, the lessee will furnish to the

r and the Trustee, in such number of counterparts or copies
y reasonably be requested an accurate statement signed by an
rized representative, (i) showing, as of the preceding

er 31, the amount, description and numbers of all Units
leased hereunder and the amount, description and numbers of
nits that may have suffered a Casualty Occurrence, whether

: cident or otherwise, durlng the preceding calendar year {or
-since the date of this ILease in the case of the first such
statiement) , and such other information regarding the condltlon
and [state of repair of the Units as the Lessor or the Trustee may
reasonably request, (ii) identifying the units of railway
equilpment then subject to this Lease and (iii) stating that, in
the [case of all Units repaired or repainted during the period
covdred by such statement, the markings required by Section 4
hergof and Section: 4.06 of the Eguipment Trust Agreement have
-beer] preserved or replaced. The Lessor shall have the right, by
its |agents, but shall be under no obligation, to inspect the
‘UniYs and the records of the Lessee with respect thereto at any
~rea<onab1e time during contlnuance of this lLease.

lon the request of the lessor, the.Lessee shall in each year
‘deliver to each holder of Trust Certificates (as defined in the
‘Equipment Trust Agreement) after the.end of the lLessee's fiscal
yeay, in such number of copies as may reasonakly be requested,
dts|annual report, including audited financial statements of the
'Les?ee for the fiscal period ended, as soon as it is completed
-and|is avallable for distribution.

Section 8. Dlsc;almer gg Warranties; Compliance With Laws and
‘Rules: Maintenance:; Indemnification. The Lessor makes no warranty
~-or representation, either express or implied, as to the design,
compliance with specifications, or condition of, or as to the
quallity of the material, equipment or workmanship in, or as to
the| suitability, adequacy, operation, use or performance of, the
Units delivered to the lLessee hereunder, and the Lessor makes no
warranty of merchantability or fitness of the Units for any
‘parxkicular purpose, it being agreed that all such risks, as
between the Lessor and the lLessee, are to be borne by the lLessee;
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rhe Lessor hereby irrevocably appoints and constitutes the
e its agent and attorney-in-fact during the term of this
to assert and enforce from time to time, in the name of and

ssor may have against the Manufacturer of the Units or of
‘the pomponents thereof. Iessor shall have no responsibility or
lity undexr this Lease to the Lessee or any cther person with
plect to any of the following: (i) any liability, loss or

damage caused or alleged to be caused directly or indirectly by
any [Units or by any. inadequacy thereof or deficiency cr defect
therjein or by any other circumstance in connection therewith;

{ii)] the use, operation oxr performance of any Units or any risks
‘reldting thereto; (iii) any interruption of service, loss of
business or anticipatory profits or consequential damages; or

{iv}) the delivery, operation, servicing, maintenance, repair,
improvement or replacement of any Units. @The Lessee's acceptance
of delivery of the Units shall be conclusive evidence as between
the|lessee, the lessor and the Trustee, that all Units described
in Certificate of Acceptance are in all the foregoing respects
sat]lsfactory to the Lessee and the Lessee will not asgsert any
-clafim of any nature whatscever against the Lessor or ‘the Trustee
based on any of the foregoing matters.

he Lessor represents and warrants as follows'

(i) At the time of delivery of each Unit under this
Lease, the lLessor shall have such title to such Unit as is’
' derived from the Manufacturer and the Trustee, unimpaired by
any act or omission of the Lessor or the Trustee which will
in any manner prevent the performance of this Lease. in
accordance with its terms and, in addition, such Unit shall
be free and clear of all claims, liens, security interests
and encumbrances, except those created or arising under the
Equipment Trust Agreement, which may result from claims
against the Lessor or the Trustee not arising oui: of the
lease or ownershlp thereof which will prevent the performance
of this lLease in accordance with its- terms, and

_ (ii) so long as the Lessee shall not be in default under
this ILease, the lessor shall not do (or suffer to be done by
any person claiming through or against the ILessor and not
against the lLessee or any sublessee) any act which interferes
with any and all rights of the Lessee to peaceably and
quietly hold, possess and use the Units in accordance with
the terms of this lLease.

The Lessor covenants that any sale, assignment, transfer,

rtgage or other disposition which it may make of this Lease or
of any Unit, whether prior or subsequent to delivery to the
ILgssee, shall be expressly subject to the terms and provisions of
this Lease; provided, however, that this Lease shall be
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suboydinated to the rights of the Trustee under the Equipment
Trusy Agreement but neither the Lessor nor the Trustee shall
have |the right to terminate or impair the lLessee’s possession or
use df the property subject to this Lease so long as the Lessee
‘shall not be in default under this lease; and, subject to the
foreqoing, covenants that the Lessor has not done and will not
do (9r suffer to be done by any person claiming through or

- agaigst the Lessor) any act which interferes with or impairs (x)
the lessee’s possession and use in accordance with the terms of
- this|Lease of the Units or (y) the title to the Units which may
be tryansferred or conveyed to the Lessee under the prowvisions of
~Sectjons 6 and 19 of this lease and that any title so conveyed

' . then be free of any lien, claim, security interest or other
encumbrance by oxr in favor of any person claiming by, through or

Lease may extend, with the Interchange Rules of the
Assqciation of American Railroads, if applicable, and with all

icial body or officer exercising any power or jurisdiction
any such Unit, to the extent such laws and rules affect the
gations or use of such Unit; and the Lessee shall and does

ipment or appliance on any such Unit shall be requlred to be
inged or replaced, or in case any additional or other equipment
ppliance is required to ke installed on such Unit in order to

mirements and rules so long as such Unit is subject to this
se; provided, however, that the lLessee may, in good faith,
corftest the validity or application of any such law or rule in
any reasonable manner which does not, in the opinion of the
Legsor or the Trustee, adversely affect the property or rights of
the Lessor or the Trustee hereundexr or under the Equipment Trust
Agreement. : ,
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he Lessee agrees that, at its own cost and expense, it will

maintain and keep each Unit which is subject to this Lease in
good [order and repair, reasonable wear and tear excepted.

ny and all additions to any Unit and any and all parts
installed on or replacements made to any Unit shall be considered
‘accessions to such Unit (except such as can be removed without
damage to and without impairing the originally intended function
or uge of such Unit and without cost or expense to the lLessor orxr
the f'rustee) and there shall be immediately vested in the Lessor
and the Trustee the same interest in such accessions, parts or
replpcements as the interests of the lessor and the Trustee. in
such| Unit. The Lessee may make alterations or modifications. in
any nit so long as it does not affect the value of such Unit
adversely. : :

, The Lessee agrees to indemnify and save harmless the Lessor
.and [the Trustee against any charge or claim made against the
Lesqor or the Trustee and against any expense, loss or liability
“{ingluding, but not limited to, counsel fees and expenses, patent
‘Jiabhilities, penalties and interest, but excluding any liability
‘ander Section 14 hereof) which the Lessor or the Trustee may
incyr in any manner by reason of the ownership of, or which may
-arige in any manner out of or as the result of the orxrdering,
acqyiisition, purchase, use, operation, condition, delivery,
rejection, storage or return of, any Unit while subject to this
Leage or until no longer in the possession of or stoxed by the
Lesgee, whichever is later, and to indemnify and save harmless .
‘the| Lessor and the Trustee against any charge, claim, exgense,
losg or liability on account of any accident in connection with
the| operation, use, condition, possession or storage of any Unit
reshlting in damage to prcperty or injury or death to any person;
. prowided, however,: that the Iessee shall not be required to
indemnify the Lessoxr or the Trustee under this raragraph for

med negligent as a result of any act or omission of the

igner or manufacturer of the Units or as a result of any act

omission of the Lessee. The indemnities arising under this

agraph shall survive payment of all other obligations.underxr

s Lease or the termination of this lease. Anything herein to
contrary notwithstanding, the Lessee shall-not be obligated

indemnify under this paragraph in respect of any charge,

im, expense, loss or liability attributable to a Unit which

11 have been returned to the lessor pursuant to Sections 10 or

hereof or after this Lease with xespect to such Unit has

erwise terminated,. provided that such charge, claim, expense,

s or liability is attributable to an event occurring after

h Unit was so returned or this Lease with respect to such Unit

- terminated, and provided, further, that such charge, claim,
expense, loss or liability does not arise as a result of

-mechanical defects of such Unit which existed at the time such




.

te;

a X
.the
rep
Les
sta
the
‘Uni

-one
Eve

12

1nated.

tUni% was so returned or this Lease with respect to such Unit

The Lessee agrees to prepare and deliver to the Lessor within
asonable time prior tc the required date of filing (or, to .
extent permissible, file on behalf of the Lessor) any and all
rts known by the lLessee to be required to be filed by the

or, or requested by the lessor to be filed, with any federal,
e or other regqulatory authority by reason of the interest of
Trustee and the lessor in the Units or the leasing of the

S to the Lessee.

Sectlon 9. Default. If, during the continuance of this Lease,
or more of the following events (herelnafter somei:imes called
ts of Default) shall cccur:

fA. default shall be made in the payment of any part of

|the rental provided in Section 2 hereof and such default

shall continue for 10 days; or

' B« the Lessee shall make or permlt any unauthorlzed
a391gnment or transfer of thlS Lease; or

'C. default shall be made in the observance or
performance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein or in

the Consent (as hereinaftexr defined} and such default shall

continue (and the lLessee shall not make effective provisions
for curing such default) for 30 days after written notice to
the lessee specifying the default and demanding that the same

ke remedled' or : '

D. any proceedings shall be commenced by or agalnst the
lessee for any relief under any bankruptcy or. 1nsulvency
laws, or laws relating to the relief of debtors, :
readjustments of indebtedness, reorganization, arrangements,

|compositions or extensions (other than a law which does not
‘permit any readjustments of the cobligations of the Lessee

hereunder), unless such proceedings shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue),

|and all the obligations of the lessee under this l.ease shall

not have been duly assumed in writing, pursuant to a court
ordexr or decree, by a trustee or trustees or receiver or
receivers appointed for the lessee or for the property of the

|Lessee in connection with any such proceedings in such manner o
‘| that such obligations shall have the same status as '
'obligations jincurred by such a trustee or trustees or

receiver or receivers, within 30 days after such appointment,
if any, or 60 days after such proceedings shall have been

=commenced whichever shall be earlier;
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h, in any such case, the Lessor, at ité option, may:

. (a) proceed by arpropriate court action or actionms,
either at law or. in equity, to enforce performance by the
T.essee of the applicable covenants of this lLease or to
recover damages for the breach thereof; or

(b) by notice in writing to the Lessee terminate this
Lease, whereupon all right of the Lessee to the use of the
Units shall absclutely cease and determine as though this
ILease had never been made, but the lLessee shall remain liable
as hereinafter provided; and thereupon, the lLessor may by its
agents enter. upon the premises of the lLessee or other
premises where any of the Units may be and take possession of
all or any of such Units and thenceforth hold, possess and
enjoy the same free from any right of the Lessee, or its
successors or assigns, to use the Units for any purposes
whatever; but the lLessor shall, nevertheless, have the right
to recover from the lLessee any and all amounts which. under
the terms of this lease may then be due or which may have
accrued to the date of such termination (computing the rental
for any number of days less than a full rental period by
‘maltiplying the rental for such full period by a fraction of
which the numerator is such number of days and the
denominator is the total number of days in such full rental
period) , (i) as liquidated damages for loss of the bargain
and not as a penalty, a sum with respect to each Unit subject
to this lLease which represents the excess of (x) the present
value at the time of such termination. of the entire unpaid
balance of all rentals for such Unit which would otherwise
have accrued hereunder from the date of such termination to
the end of the term of this Lease as to such Unit over (y)
the then present value of the net rentals which the Lessoxr
reasonably estimates to be obtainable for the lease of the
'Unit during such pericd, such present value to be computed in
each case on a basis of 8% per annum discount compounded
semi~annually from the respective dates upon which rentals
would have been payable hereunder had this lease not been
terminated; (ii) any damages and expenses, including.
reasonable attorneys' fees, in addition thereto which the
lessor shall have sustained by reason of the breach of any
covenant or covenants of this Lease other than for the
payment of rental; (iii) an amount which, after deduction of"
all taxes required to be paid by the Lessor in respect of the
receipt thereof under the laws of the United States or Canada
or any political subdivision thereof, shall be equal to any
portion of the percentage of investment credit (bereinaftex
called the "Investment Credit"), allowed by Section 38 and
related sections of the Internal Revenue Code of 1954, as
amended (hereinafter called the Code), which was lost, not
claimed, not available for claim, disallowed or recaptured in
respect of a Group A or Group C Unit, by or from the lLessox
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|as a result of the breach of one or more of the
representatlons, warranties and covenants made by the Lessee
in Section 14 hereof or any other provision cf the lLease, the
termination of this lLease, the lessor®s loss of the right to
use such Group A or Group C Unit, any action or inaction by
the lLessor or the sale or other disposition of the Lessor's
interest in any Group A or Group C Unit after the occurrence
of an Event of Default and (iv) an amount which after
deduction of all taxes required to be paid by the Lessor in
respect of the receipt thereof under the laws of the United .
States or Canada or any political subdivision thereof, such
sum as, in the reasonable opinion of the Lessor, will cause
the Lessor's net return under this Lease to be equal to the
net return that would have been available to the lLessor if it
had been entitled to utilization of all or such portion of
the maximum depreciation deduction authorized with respect to
a Unit under Section 167 of the Code utilizing the "lower
limit® of the "asset depreciation range" of 12 years for
group A and group C units and the "asset guideline period" of
15 years for group B and group D units prescribed in
accordance with Section 167({m) of said Code, for an asset
described in Asset Guideline Class No. 00.25 as described in
Revenue Procedure 72-10, 1972 IRB 8 (hereinafter called the
Depreciation Deduction), which was lost, not claimed, not
available for claim, disallowed or recaptured in respect of a
| onit as a result of a breach of one or more of the _
representations, warranties and covenants made by the lessor
in Section 14 or any. other provision of this Lease, the
termination of this Lease, the Lessor's loss of the right to
use such Unit any action or inaction by the Lessor or the
sale or other disposition of the Lessor's interest in such
Unit after the occurrence of an Event of Default.
Notwithstanding anything to the contrary contained in this
-clause (b),: it is understood and agreed that the Lessee shall
receive a credit in respect of the amounts rayable or paid
pursuant to subclause (i) of this clause (b) equal to any net
proceeds received by the lessor upon the sale or the
releasing of the Units to the extent that such net proceeds
as actually received exceed the amount payable or paid
pursuant to the said sub-clause (i}.

_ Anything.in this Section 9 to the contrary notwithstanding,
‘any default in the okservance or performance of any covenant,
“conjdition or agreement on the part of the lessee which results
solely in the loss by the lessor of, or the loss by the Lessor of
“thd right to claim, or the disallowance with respect to the
‘Legsor of, all or any portion of the above-mentioned deductions,
-ergdits or other benefits, shall be, for all purgoses of this
Ledse, deemed to be cured if the lLessee shall, ¢n or before the
ne rental payment date after written notice from the Lessor of
thg loss, or the loss of the right to claim, or the disallowance
of |such deductions, credits or other benefits in resgect of such




‘Unit, agree to pay to the Lessor the revised rental rate in
respect of such Units determined as provided in the second
pardgraph of Section 14 of this lLease.

The remedies in this lease provided.in favor of the Lessor
:shall not be deemed exclusive but shall be cumulative, and shall
‘be in addition to all other remedies in its favor existing at law
~or in equity. The Lessee hereby waives any mandatory
reqyirements of law, ncw or hereafter in effect, which might
limit or modify the remedies herein provided, to the extent that
such waiver is permitted by law. The lLessee hereby waives any
and [all existing or future claims to any offset againsit the
‘renfal payments due hereunder, and agrees to make rental payments
-reggrdless of any offset or claim whlch may be asserted by the
Lesgee Or on 1ts behalf.

Theefaxlure of the Lessor to exercise the rights granted it

. hergunder upon any occurrence of any of the contingencies set
-forth herein shall not constitute a waiver of any such right upon
the |continuation ox recurrence of any such contlngenczes or
similar: cont1ngenc1es. _

: Section 10. . Return of Units Upon Default. If the Lease shall
terpinate pursuant to Section 9 hereof, the Lessee shall .
forthwith deliver possession of the Units to the lLessor. For the
puxrpose of delivering possession of any Unit or Units to the
.I.esgor as above required, the lLessee shall at its own cost,
expense and rlsk-

_ ‘Al forthw1th place such Unlts upon such storage tracks
of the Lessee as the Lessor may reasonably de51gndte,

‘B- permit the Lessor to store such Units on such tracks
at the risk of the Lessee until the earlier of the date all
such Units have been sold, leased or otherwise disposed of by
the Lessor and the 270th day from the day the Lessee shall
|have placed the Units on such storage tracks, and ;

Lessee or any of its affiliates or to any. connect:ng carrier
for shlpment, a11 as dlrected by the Lessor.

The |assembling, dellvery, storage and transporting of the Units
as hereinbefore provided shall be at the expense and risk of the
Teggsee and are of the essence of this Lease, and upon application
to. 3ny court of equity having jurisdiction in the premises. the '
Yesgor shall be entitled to a decree against the lLessee requiring
‘spe¢ific performance of the covenants of the lessee so to.
-assemble, deliver, store and transport the Units. During any
storage period, the lessee will permit the lLessor or any person .
‘designated by it, including the authorized representative or
‘representatives of any prospective purchaser of any Unit, to

C. transport the same to any place on the tracks of the
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“ingpect the same; provided, however, that the Lessee shall not be
‘1igble, except in the case of negligence of the lessee or of its
empgloyees or agents, for any injury to, or the death of, any
_pexyson exercising, either on behalf of the Lesscr or any
‘prgspective purchaser, the rights of 1nspect10n granted underxr
‘thils sentence. ,

Without in any way limiting the obligation of the lessee
under the foregoing provisions of this Section 10, the Lessee
hexeby irrevocably appoints the Lessor as the agent and attorney
of lthe Lessee, with full rower and authorlty, at any time while
the Lessee is obligated to deliver possession of any Unit to the
Lessor, to demand and take possession of such Unit in the name
:andl on behalf of the Lessee from whomsoever shall be at the time
in possession of such Unit. In connection therewith the lLessee
willl supply the Lessor with such documents as the Lessor may

re onably request.

, Sect10n~11. Assignment; Possession and Use. This Lease and
-the| rentals and other sums due hereunder shall ke assignable in
‘wholle or in part by the lLessor without the consent of the lLessee,

but| the Lessee shall be under no obligation to any assignee of
the| Lessor except. upon written notice of such assignment from the
Lesgor. - . A1l the rights of the Lessor hereunder shall inure to
-the| benefit of any beneficiary of the Lessor if the lessor is a
trupt, subiject, however toc the terms of such trust, and to the
‘LesEor°s a331gns (1nc1ud1ng any beneflclary of any suwh assignee
~-if Buch a351gnee is a trust).

So long as the Lessee shall not be in default under this
-Ieape, the Lessee shall be entitled to the possession and use of
the|Units in accordance with the terms of this lLease, but, v
without the prior written consent of the Lessor, the lLessee shall
not|assign or transfer its leasehold interest under this Lease 1n
the|Units or any of them (except to the extent that the
proyisions of any mortgage ncw or hereafter created on any of the
“lings of railroad of the lLessee may subject the lessee's
lea$ehold interest to the lien thereof). In addition, the
Lesgee, at its own expense, will promptly cause to be duly
‘dis¢harged any lien, charge, security interest or other
enc@mbrance {(other than an encumbrance resulting from claims
-against the Lessor or the Trustee not related to the ownership of
+the |Units or to the extent that the provisions of any mortgage '
now|or hereafter created on any of the lines of railroad of the

" lesgee may subject the Lessee’s leasehold interest to the lien
thexreof) which may at any time be imposed on or with respect to
;any |Unit including any accession thereto or the interests of the
Lesgor, the Trustee or lessee therein. The lessee shall not,
withiout the prior written consent of the Lessor, part with the
pos<e331on or control of, or suffer or allow to pass cut of its
_»posqe331on or control, any of the Units, except to the extent
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aperiltted by the provisions of the 1mmed1ately succeedlng
par graph hereof.

So long as the lessee shall not be in default under this
‘Lease, the Lessee shall be entitled to the possession of the
'Units and to the use thereof by it or by any affiliated or
subsidiary corporation upcn its or their lines of railroad or
upen lines of railroad over which the Lessee or such other
coxrporation has trackage or other operating rights or over which
‘railroad equipment of the lLessee or any such other corporation is
reqularly operated pursuant to contract, and also to permit the
_use|of the Units upon other railroads in the usual interchange of
traffic (if such interchange is customary at the time), but only
.upop and. subject to all the terms and conditions of thls Lease
and|the Equipment Trust Agreement.

Nothing in this Section 11 shall be deemed to restrlct the
~right of the Lessee (i) tc assign or transfer its leasehold
interest: under this lease in the Units or possession Of the Units
0 any corporation incorporated under the laws of Canada (which
--shall have duly assumed the obligations of the lLessee hereunder)
.int9 or with which the lLessee shall have become amalgamated, -
mexrged or consolidated or which shall have acquired the property
-of the Lessee as an entirety or substantially as an entirety; or
(ii) to sublease any Unit to any subsidiary or affiliated
corporations of the lessee; provided, however, that the rights of
such sublessee are made expressly subordinate to the rights and -
remg¢dies of the Trustee. under the. Equlpment Trust Agreement and
the Lessor under this lease.

: The Lessor shall have the rlght to declare the ledse provided
“for |herein terminated in case of any unauthorzzed assignment or
wtramsfer of. the lease.

v |section 12. Return of DOnits Upon n Termination of Texm. As
‘soon as practicable on or r after the termination of this Lease as
“£0 any or all of the Units, the Lessee will (unless the Units
shall have suffered a Casualty Occurence), at its own cost and
_expense, at the request of the Lessor, assemble such Units and
-deliver possession of such Units to the lessor upon such storage
tra¢ks of the Lessee as the lessor may reasonably designate and
. 'permit the Lessor to store such Unit on such tracks for a period -
‘not |exceeding three months and transport the same, at any time
within such three-month period, to any reasonable place on the
1lines of railroad operated by the Lessee or to any connecting
-carrier for shipment, all as directed by the Lessor upon not less
-than 30 days?! written notice to the lessee; the movement and
stotage of the Units to be at the expense and risk of the Lessee.
Puring any such storage period the lLessee will gpexrmit the Lessor
or 3ny person designated by it, including the authorized '
‘representative or representatives of any prospective purchaser of
-any |Unit, to inspect the same; provided, however, that the Lessee
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ee or of its employees or agents, for any injury to, or the
death of, any person exercising, either on behalf of the Lessor

pect of any responsibility of ownership thereof. Zach Unit
retprned to lLessor pursuant to this Section (other than a Unit
i¢h has suffered a Casualty Occurrence) shall (i) be in the

Section 13. Oginion of counsel for the lLessee. On each

$ing Date as defined in the Manufacturing Agreement: for Units
subject to this lease, the Lessee will deliver to the Lessor and
the |Trustee the written opinion of counsel for the Lessee, in

addtessed to the Lessor and the Trustee, in scope and substance
sfactory to them and thelr counsel, to the effect that: '

‘A. the Lessee is a corporatlon legally 1ncozporated and
validly existing in good standing, under the laws of Canada,
with full corporate power to enter into this Lease, the
consent and agreement executed by the lessee (hereinafter
called the Consent) to the assignment of this Leasie to the
Trustee as of the date hereof (hereinafter called the
A551gnment), ‘

'B. this Lease and the Consent have been duly
authorlzed executed and delivered by the lLessee and :
‘lconstitute valid, legal and blndlng agreements, enforceable
in accordance with their terms°

;C. upon depos;t of the Equlpment ‘Trust Agreement, this
Lease and the Assignment (including the Consent) in the
loffice of the Registrar General of Canada and publication of
Inotice of such deposit in the Canada Gazette in accordance ,
with Section 86 of the Railway Act of Canada, no further act,
filing, recordlnq or deposit (or g1v1ng of notice) is
required in order fully to protect in Canada or any Province
or Territory thereof the rights of the Lessor under this
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Lease against any and all subsequent purchasers or mortgagees
from the Lessee and/or from creditors of the lLessee;

'D. no approval is required from any public regulatory
body with respect to the entering into or performance of this
Iease or the Consent, or all such approvals (which shall be
spec1f1ca11y descrlbed) have been obtained: and

' BE. the entering '‘into and performance of this Lease and
the Consent will not result in any breach of, or constitute a
default under, any indenture, mortgage, deed of trust, bank
loan oxr credit agreement or other agreement or instrument to
which the Lessee is a party or by which it may be bound or
contravene any provision of law, statute, rule or regulation
to which the Lessee is subject or any judgment, decree,
franchise, order or permit applicable to the Lessece.

The Lessee also agrees to furnish to the Lessor and the .
‘Trugtee a copy, certified by the Secretary or an Assistant
Secretary of the Lessee, of resolutions of the Foard of Directors
-0f the Lessee authorizing the Lessee to enter into this ILease and
the Consent. .

The Lessor agrees to furnish to the Lessee signed copies,
.addressed to the lessee, of the opinion of counsel referred to in
‘Paragraph 5(b) of the Purchase Agreement, which opinion shall in
addition state that the Lessor is a state banking corporation
‘organized, validly existing and in good standing, under the laws
of the State of Utah with full corporate power to enter into this
Lease, the Manufacturing Agreement, the Equipment Trust Agreement
and|the Assignment, and of the opinion of counsel for the .
Manwfacturer referred to in paragraph 3. ou (d) of the Equipment
‘Trugt Agreement. : ' _

Section t4. ~Indemnitv‘ig Respect of Tax Matters. This Lease,
the| Equirment Trust Agreement and the Manufacturing Agreement
‘have been entered into on the basis that the lLessor shall be
entitled to such deductions, credits and other benefits as are
proyided by the Internal Revenue Code of 1954, as amended to the
date hereof (hereinafter called the Code) to an owner of property
including (without. 11m1tat10n), an allowance for the Depreciation
Deduction {as defined in Section 9 of this Lease) and the
Investment Tax Credit (as defined in Section 9 cf the lease).

Wlth respect to any Unit, if (other than for the r1reasons set
forth below) the Lessor shall lose or shall not have or shall
lose the right to claim, or if (other than for the reasons set
-forth below) there shall be disallowed with respect to the
‘Iessor, all or any portion of, the Investment Credit (with
xespect only to the Group A<and Group C Units) or the
bepreciation Deduction with respect to a Unit in computing
‘taxable income under one. of the accelerated methcds of




depyeciation prov1ded in Section 167(b) of the Code for the
pexrjiod this ILease is in effect, then, after written notice
‘thereof to the lessee by the Lessor, the rental rate applicable
to guch Unit set forth in Section 2 of this Lease shall be
increased by an amount for such Unit which, in the reasonable
‘opiphion of the Lessor, will cause the Lessor®s net return in
respect of such Unit under this lease to equal the net return
‘that would have been available if the Lessor had been entitled to
‘utilization of all or such portion of the Investment Credit (with
respect to a Group A or Group C Unit) or Depreciation Deduction
which was not claimed or was disallowed and the Lessee shall
forthwith pay to the Lessor as additional rental the amount of
‘any|interest or penalty which may be assessed by the United:

- States against the lLessox attributable to the loss of all or any
vortion of the Investment Credit (in the case of a Group A or
‘Grogp C Unit) or Depreciation Deduction, provided, however, that
such rental rate shall not be so increased if the Lessor shall
‘have lost, or shall not have or shall have lost the rxright to.
claim, or if there shall have been disallowed with respect to the
Lesgor all  or any portion of, the Investment Credit  (in the case
-of t Group AR or Group C Unit) or Depreciation Deduction with
‘respect to such Unit as a direct result of the occurrence of any
- of the follow1ng events: -

_‘5(1)' a Casualty Cccurrence with respect to such Unit, if
the lessee shall have paid to the Lessor the amounts '
stlpulated under Section 6 hereof;

.(11) a voluntary transfer by the Lessor (other than as
contemplated by the Equipment Trust Agreement) of legal title
to such Unit, the disposition by the lessor of any interest
in such Unit or the reduction by the Lessor of its interest
in the rentals from such Unit under the Lease, unless, in
each case, an Event of Default shall have occurred and be
contlnulng, o ’ o ' : ‘

(111) the amendment of the Equipment Trust Agreement
w1thout the prior written consent of the Lessee' :

(1v) the fallure of the Lessor to clalm the Investment
Credit (with respect to a Group A or Group C Unit) orx
Depreciation Deduction in its income tax return for the .
appropriate year or the failure of the lessor to follow
proper procedure in claiming the Investment Credii: (with
respect to a Group A or Group C Unit) or Depreciation
vDeductlon with respect to such Unit; orx :

E(v) the failure of the'Lessor.to have sufficient
liability for the tax against which to credit such Investment
Credit or sufficient income to benefit from the Deprec1at10n
Deductlon, as. applicakle.
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The Lessor agrees that if, in the opinion of its or the
%ee's independent tax counsel (herein referred to as Counsel),
na fide claim to all or a portion of the Investment Credit on
-any|Group A or Group C Unit or a bona fide claim to-all or a

rion of the Depreciation Deduction on any Unit, exiists in
spect of which the Lessee is required to pay increased rental
and|interest and/or penalty as aforesaid to the lessor as above
proyided, the Lessor shall, upon request and at the expense of
Lessee,  take all such legal or other appropriate action _
ed reasonable by Counsel in order to sustain such claim. The

sor may take such acticn prior to making payment of the

ants claimed pursuant to a notice of disallowance or make such
ent and then sue for a refund. In the latter event, if the
21 determination shall be adverse to the lLessor, the lLessee

1 pay to the Lessor interest on the amount of the tax paid

ulbutable to the Depreciation Deduction and/or Investment

¢r Section 2 of this lLease ox any-additional_renta1~payment

2 under Section 14 hereof any amounts in respect of taxes

reinafter called "w1thholdlng taxes"), the follow1ng

risions will apply.

"A. The Lessee will, on the rental payment date when such
rental payment is made, pay to the Lessor as addit:ional

|rental a sum sufficient to permit payment of an amount

equivalent to the amount due without regard to any such
w1thholdlng taxes. .

 B. The Lessee will pay such withholding taxes and will
forthw1th furnish to the lLessor all tax receipts obtainable
by the Lessee in connection therewith and all information and.
documents necessary Or appropriate to enable each Beneficiary .
to substantiate a claim for credit or ‘deduction for U. S.
federal or any other. 1ncome tax purposes with reSpect
thereto.

C. Upon recelpt by zach Benef1c1ary of (i) such tax
recelpts and other information and documents and (ii) the
benefit of any reduction in the federal or any other income
tax liability as determined by each Beneficiary in its sole
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discretion, resulting from the crediting or deduciting of such
withholding taxes in the computation of such tax, the ILessor
will forthwith reimburse the Lessee an amount so that each
Beneficiary shall be in the same position it would have been
if such withholding taxes had not been imposed. It being
agreed that such determination may be revised and new demand
made upon Lessee after any disallowance of such credit orx
deduction upon audit by the U. S. Internal Revenue Service.
The obllgatlon of the lLessee under this Subparagraph C will
survive the termlnatlon of this Lease.

The Lessee's agreement tc pay any sums which may become

- “payable pursuant to this Section 14 shall survive the explratlon

or other termination of this Lease.-

The Lessee represents and warrants that (i) none of the Group
¥ Group C Units constitutes property the construction,

recgnstruction or erection of which was bequn before April 1,

s (ii) at the time the lLessor becomes the owner of the Group

‘A off Group C Units, such units will constitute "new section 38

4 cC Unlt will constitute “section 38 property" w1th1n the
ing of Section 48(a) of the Code. _

Section 15. Recordlnql xpenses, Prior to the delivery and

luding. the Consent) to be filed and recorded with the
rstate Commerce Commission in accordance with Section 20c of

-he State of Utah The Lessor will, at its cun expense, from
timg to time, do and perform any other act and will execute,

steang, recordlng, dep051t1ng, reflllng, rereglsterlng,
werdcording and/or re—dep051t1ng and an opinion or. opzn1ons of -
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sel with respect thereto satiSfactory.to the Lessor and the
tee.

The Lessor will pay the reascnable costs and expenses

_invplved in the preparation and printing of this Lease and the

"feeb and disbursements of any counsel which it may retain, unless
such costs, expenses, fees and disbursements are paid by some
other person. The Lessee will bear the fees and disbursements of

any

counsel which it may retain. _
Section 16. . Interest on Overdue Rentals. Anything to the

contrary herein contained notwithstanding, any nonpayment of
rentals and other obligations due hereunder shall result in the
‘obljigation on the part of the lessee promptly tc pay also an
amount equal to 9% per annum of the overdue rentals for the
perjod of time during which they are overdue. '

[

section 17. Termination. In the event that all of the Units

shall have been excluded from this lease as provided in Section 1
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of, this Iease shall terminate and, except as otherwise
essly provided. in the l.ease, the rights and obligations
under of the parties hereto shall cease and determ1ne as if
Lease had never been made.

Ssection 18. Addltlonal Payments by lLessee. 'In addition to
rentals specified in Section 2 hereof: : '

{(a) The lessee agrees to pay to the Lessor promptly amounts
1 to any rental payments which may become payable by the

or to the Trustee under Section 4.04(1) of the Equipment

t Agreement in respect of (i) any expenses incurred. in
ection with any purchase, sale or redemption by the Trustee
nvestments (as defined in the Equipment Trust Agreement),

h are made by the Trustee on the written or telegraphic -
est of the lessee or otherwise required by the provisions of
ion 8.04 of the Equipment Trust Agreement if such request is
made by the lessee, and (ii) any loss of principal (1ncludlng
rest accrued thereon at the time of purchase) incurred in
ectlon therewith." : :

(b) ‘It is understood and agreed that the Trustee is
gated under the last paragraph of Section 8.04 of the
pment Trust Agreement to pay to the lessee any interest in

s of accrued interxest paid from Deposited Cash (held under

‘the [Equipment Trust Agreement at the time of purchase) or other
proflfit which may ke reallzed from any sale oxr redempt1on of
“Investments. _

Leas
defa
the

ection_19. Purchase and Renewal Options. Provided that this
has not been earlier terminated and the Lessee is not in

nilt hereunder, the lLessee may by written notice delivered to

essor not less than six months prior to the end of the term

of this Lease or any extended term hereof, as the case may be,
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fewer than all, of such Units then covered ky thils Lease, for
additional five-year reriods commencing on the scheduled
expiration of the original term or extended term of this lLease,

her than a lessee-user currently in possession) and an

formed and willing lessor under no compulsion to lease and, in
h determination, costs of removal from the locatlon of current
shall not be a deduction from such value.:

If qn or before four'months prior to the expiration of the
.of (this lLease, the Lessor and the Lessee are unable to agree
n a determination of the Fair Market Value or the Fa1r Rental

igst two so selected. The appraiser shall be instructed to make
h determination within a period of 30 days following

:shdll be conclusively binding upon both lLessor and Lessee. The
fenses and fee of the Appraiser shall be borne equally by the
gsor and the lessee. Uron payment of the purchase price, the
Legsor shall upon request of the Lessee execute and deliver to
Legsee, or to the Lessee's assignee or nominee, a bill of sale
(wzthout warranties) for such Unit such as will transifer to the
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TLeLsee such title to such Unit as the Lessor and the Trustee
‘dexived from the Manufacturer free and clear of all liens,
burity interests and other encumbrances arising through the
3sor . or the Trustee.
Section 20. Mileage Allowancel Subrogatlon; Further
durance. Provided the Lessee is not in default hereunder, the
gsee shall be entitled to (i) all mileage allowances and other
eys payable ty reason of the use of the Units, and any such
leage allowances or other moneys received by the Lessor shall
forthwith remitted to the Lessee, and (ii) the praceeds of any
im or right of the Lessor or the Lessee against third pexrsons
injury, damage oxr loss with respect to any Unit or the use or
gration thereof, including settlements pursuant to the rules of
g Association of American Railroads, and the lLessee shall be

sor's rights of recovery therefor against any other person,
iym ox coxrporation. The Lessor hereby authorizes the Lessee to

her ‘assurance as it shall be reasonably requested by the
or to do or execute for the purpose of fully carrying out and

Sectlon 21 Executlon. Although this Lease is dated as of
‘November 1, 1972 for co convenience, the actual date or dates of
ution hereof by the parties. hereto is or are, respectively,
date or dates stated in the acknowledgments hereto annexed.

Section 22. law Governing. The terms of this Lease and all

entlitled to all rights conferred by Section 20c of the Interstate
‘Commerce Act of the United States, the applicable rxrecording laws
of canada and of the Provinces or Territories thereof and such
-additional rights arising out of the filing, recording or
‘deppsiting hereof and of any assignment hereof cr out of the
‘marking on the Units as shall be conferred by the laws of the
sevpral jurisdictions in which this Agreement or any assignment
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_hereof shall be filed, recorded or dep051ted or in whlch any Unit
may be located.

Section 23. Notices- Any notice required or permitted to be
-given by either party hereto to the cother shall be deemed to have
‘been given when deposited in the United States or Canadian
registered mails, first-class postaqe prepald, addressed as
folllows:

If to the lessor, P.0O.. Box 149, salt Lake Clty, Utah
8u110,

If to the lessee, P.O. Box 8100, Montreal 101, Quebec,
canada, attention of the Treasurer;

ddressed to either party at such other address as such party
1 hereafter furnish to the other party in writing.

Section 2#. Definitions. If and so long as this lease is
gned to the Trustee (or any successox thereto) for collateral
oses, wherever the term "lLessor" is used in this lease it
11 alsc apply and refer to the Trustee and any successors

eto (with the exception of Section 14 hereof) unless the

ext shall otherwise require and. except that the Trustee shall
be subject to any liabilities or obligations under this

e: and the fact that the Trustee is specifically named in
ain provisions shall not be construed to mean that the

tee (and any successors thereto) is not entitled to the

fits of other provisions where only the lLessor is named or
2 only the Trustee, as the case may be, is named.

Sectlon 25.. Severablllty-_Any prov151on of th1s Lease which

is ohibited or unenforceable in any jurisdiction shall, as to
suchl jurisdiction, be. ineffective to the extent of such

prohiibition or unenforceakility without invalidating the

rem ningAprovisions hereof, and any such prohitkition or

orceability in any jurlsdlction shall. not invalidate or
r unenforceable such prov151on in any other ]ur15510t10n.

hlS Lease exc1u81ve1y and completely states the rxghts of
essor and the lessee with respect to the Units and

sedes all other agreements, oral or written, with respect to
nits. No variation or modification of this Lease and no

r of any of its provisions or conditions shall be valid

s in writing and signed by duly authorlzed officerrs of the
r and the Lessee.

ction 26. No 'Recourse. No recourse shall te had in resrect
y obligation due under this Lease, or referred to herein,
st any incorporator, stockholder, director or officer, as
past, present or future, of the Lessor or the Lessee, or
st any principal or gprincipals (disclosed or undisiclosed),
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‘as puch, of the Lessor or assignee or assignees or transferee or
trapsferees, as such, of the Lessor if the Lessor is acting in an
agehcy or nominee capacity, or against any beneficiaries, as
such, in respect of which the Lessor may be actlng as trustee,
whether by virtue of any constitutional provision, statute or
ruleé of law or by enforcement of any assessment or penalty or
otherwise, all such liability, whether at common law, in equity,
“"by any constitutional provision, statute or otherwise, of
‘incprporators, stockholders, directors, officers, assignees,
transferees or principals, as such, being forever relecased as a
condlition of and as cons1deratlon for the execution of this
lease.

27. . Counterpart Execution. This lLease may be executed in
several counterxrparts, but the counterpart delivered to the
-Trustee shall be deemed to be the orlglnal counterpari

IN WITNESS WHEREOF, the lessor and the Lessee, each pursuant
-0 due corporate authority, have caused this instrument to be
signed in their respective corporate names by duly authorized

- officers and their respective corporate seals to be hereunto

‘affixed and duly attested, all as of the date flrst above
wrigten.

FIRST SECURITY STATE BANK,

.[ CORFORATE SEAL]

CANADIAN NATIONAL RAILWAY
COMPANY,

by

[:CCRPORATE SEAL]

*AtteFt;
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STATE OF UTAH

NTY OF SALT LAKE

. » to me personally
n, who, being by me duly swbrn, says that he is =y

VP of FIRST SECURITY STATE BANK, that one of the
s affixed to the foregoing instrument is the corporate seal
he said banking corporation, that said instrument was signed
sealed on behalf of said banking corporation by authority of
Board of Directors, and he acknowledged that the execution of

=2t ' ' |
On this ;/7 day of. ;kvn*4V<7- s 1973, before me personally
giared FKoteT 4. C 2, I

'th:qforegoing»instrument was the free act and deed of said

ing corporation.

1MY}comm1551on explresqgna/ - Q\'T7Z2Zza>f22;:;2&544Z;4»L//

Vw“im\fav : T éEéf?\Publlc

ARIAL, SEAL]

, : : SSa:

'CITY| OF MONTREAL |

. On this' day of : ~, 1973, before me personally
appeared - - ‘ ‘ .- ¢ to me peraonally

knowh, who, being by me duly sworn, says that he is the

‘the

: of CANADIAN NATIONAL RATLWAY COMPANY, thai: one of
eals affixed to the foregoing instrument is the corporate

seal|of the said corporation, that said instrument was signed and

‘seal on behalf of said corporation by authority of it:s Board of

Dire¢tors, and he acknowledged that the execution of the

- foregoing: instrument was the free act and deed of said
- coXrpeor atlon.v

~ Notary Public

‘My«c%mmission is for life.

-[NOT#RIAL;SEAL]
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. SCHEDULE I - Lease

!

N

Type and Specifications\\ .~ Cost

52’ 8”, 100-ton box

cars, 10’ sliding doors $4,468,030.00 (Canadian)

|Group B and DUmts i

52’8, 70-ton box $5,917,230.00 (Canadian)
cars, 18’ double doors o .

52’8, 70-ton box - 2,752,387.40 (Canadian)

cars, 18’ double doors

528", 100-tonbox - 1,000,838.50 (Canadian)
cars, 18’ double doors :

! ' Group A and C Units )

Identifying '
- Numbers.(both
Inclusive)

CNIS 417000-417249

CN 557000-557299

CN 557300-557439

" CN 415000-415049
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Percentage of
Cost* of

| SCHEDULE II — Lease

Percentage of Fercentage of Percentage of
Cost* of Cost# of Cost* of
Group B Units

Group A Units

| Daily Lease Rate . ............. '

BasicLease Rate ..............

* *a5 defined in the Equipment Trust Agreement -

Group C Units Group D Units

.02222%

3.68000%

~—




